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NOTICE  TO  READERS 


It  is  the  intention  of  the  ECE  secretariat  annually  to  publish  two  instead  of  three  issues  of  the  Bulletin,  No.  1  in  August 
and  No.  2  in  October.  Pressure  of  work  on  the  secretariat,  and  the  difficulty  of  timing  issues  of  the  Bulletin  and  the  Survey 
to  coincide  with  related  meetings  of  the  Commission  and  its  committees,  have  made  this  change  necessarv'. 

From  now  on,  the  first  issue  each  year  will  be  devoted  to  developments  in  intra-European  trade  and  in  the  trading  relations  of 
Europe  with  other  areas,  and  to  discussion  of  particular  issues  or  problems  in  the  field  of  international  trade.  The  second  issue 
will  contain  a  review  of  economic  developments  in  western  and  eastern  Europe  in  the  first  half  of  the  year,  thus  supplementing 
the  annual  reviews  contained  in  the  first  two  chapters  of  each  Survey.  This  issue  will,  as  in  the  past,  also  contain  special  articles 
on  developments  in  particular  countries  or  particular  sectors  of  the  European  economy,  on  problems  of  economic  policy  in 
Europe,  or  on  methodological  questions  in  the  field  of  economic  and  statistical  research. 

The  Bulletin  is  published  entirely  on  the  responsibility  of  the  secretariat  of  the  Economic  Commission  for  Europe,  and 
its  contents,  which  are  intended  for  the  use  both  of  Governments  and  of  the  general  public,  have  not  been  submitted  to  the 
Member  Governments  of  the  Commission  before  publication. 


EXPLANATORY  NOTES 

The  designations  employed  and  the  presentation  of  the  material  in  this  publication 
do  not  imply  the  cxpre.  sion  of  any  opinion  whatsoever  on  the  part  of  the  Secretariat  of 
the  United  Nations  concerning  the  legal  status  of  any  countrv’  or  territory  or  of  its  autho¬ 
rities,  or  concerning  the  delimitation  of  the  frontiers  of  any  country  or  territory. 

The  following  symbols  have  been  used  throughout  this  Bulletin-. 

..  =  not  available  or  not  pertinent; 

—  =  nil  or  negligible; 

*  =  estimate  by  the  secretariat  of  the  Economic  Commission  for  Europe; 

I  =  interruption  in  the  comparability  of  the  series  or  a  change  in  the  unit 
in  which  the  series  is  reported. 

In  referring  to  combinations  of  years,  the  use  of  an  oblique  stroke  —  e.g.  1958/59  — 
signifies  a  twelve-month  period  (say  from  1  July  1958  to  30  June  1959).  The  use  of  a 
hyphen  —  e.g.  1954-1958  —  normally  signifies  either  an  average  of,  or  a  total  for,  the 
full  period  of  calendar  years  covered  (including  the  end  years  indicated). 

Unless  the  contrary  is  stated,  the  standard  unit  of  weight  used  throughout  is  the 
metric  ton.  The  definition  of*  billion  ’  used  throughout  is  one  thousand  million.  Minor 
discrepancies  in  totals  and  percentages  are  due  to  rounding. 

In  general,  information  received  up  to  mid-October  1961  has  been  included  in  the 
Bulletin. 
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UNITED  NATIONS 


RECENT  ECONOMIC  DEVELOPMENTS  IN  EUROPE 


1.  Industrial  Production  and  Employment  in  Eastern  Europe  and  the  Soviet  Union 


Industrial  Production,  Employment  and  Labour  Pro¬ 
ductivity  in  the  First  Hdf  of  1961 

Increases  in  gross  industrial  production  ranging 
from  9  per  cent  to  about  17  per  cent  were  recorded 
in  the  Soviet  Union  and  all  but  one  of  the  eastern 
European  countries  between  the  first  half  of  1960  and 
the  same  months  of  1961  (see  Table  1) :  the  single 
exception  was  eastern  Germany,  where  the  increment 
was  5  ^  per  cent.  All  these  increases  (with  the  same 
exception)  appear  to  have  equalled  or  exceeded  those 
planned ;  but  the  pace  of  expansion  was  reduced 
somewhat  in  the  Soviet  Union  and  Czechoslovakia,  as 
well  as  in  Bulgaria  and  eastern  Germany  —  both 
countries  where  some  deceleration  had  become  ap¬ 
parent  towards  the  end  of  1959  or  early  in  1960.  In 


Albania  and  Hungary  the  1960  rate  of  growth  was 
maintained,  and  in  Poland  and  Rumania  it  accelerated, 
even  though  all  these  national  plans  had  foreseen  a 
slowing  down  this  year. 

As  can  be  seen  from  the  figures  in  Table  2,  indus¬ 
trial  employment  rose,  from  the  first  half  of  1960  to 
the  same  months  of  this  year,  faster  than  foreseen  in 
the  annual  plan  in  all  countries  for  which  data  are 
available,  with  the  single  exception  of  eastern  Ger¬ 
many.  Moreover,  with  the  same  exception,  the  rates 
of  increase  during  the  eighteen  months  to  mid-1961 
have  exceeded  those  of  the  long-term  plans.  Bulgaria, 
Hungary  and  Poland  have  also  benefited  from  above¬ 
plan  increases  in  labour  productivity  in  the  first  half 
of  1961 ;  and  the  plaimed  rate  of  growth  was  achieved 


Table  1 

Gross  industrial  output  in  eastern  European  countries  and  the  Soviet  Union,  1960  and  first  half  of  1961 

Percentage  increase  over  same  period  of  previous  year 


Albania  .... 
Bulgaria  .... 
Czechoslovakia  . 
Eastern  Germany 
Hungary  .... 

Poland . 

Rumania  .... 
Soviet  Union  .  . 


Sources  :  Plan  fulfilment  reports,  plans,  statistical  yearbooks  and  bulletins; 
and  Zycie  Cospodarcze,  No.  38,  1961. 

Note.  —  Data  cover  state  industry  in  Hungary,  socialized  industry  in 
Albania,  Poland  and  Rumania,  and  planned  industry  (state  and  most  co¬ 
operative  enterprises)  in  Bulgaria.  Index  numbers  are  based  on  values  at 
current  prices  in  eastern  Germany  and  at  constant  prices  in  other  countries. 


For  comparable  data  for  earlier  periods,  see  Economic  Bulletin  for  Europe, 
Vol.  12,  No.  3,  p.  26,  Table  8,  and  Economic  Survey  of  Europe  in  I960,  Chapter 
11.  p.  2,  Table  1. 

‘‘  Nine  per  cent  on  the  basis  of  “  average  daily  output  ”.  The  half-year  plan 
was  over-fulfilled  by  2  per  cent,  presumably  on  this  basis  of  calculation. 


f 
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Table  2 

Industrial  employment  and  labour  productivity  in  eastern  Europe  and  the  Soviet  Union  in  1960,  first  half  of  1961 

and  under  the  long-term  plans 

Percentage  increase  over  same  period  of  previous  year 


Country 

Employment  | 

Gross  output  per  man 

1960 

Year 

1961 

First 

half 

1961 

Plan 

1965 

Plan“ 

1960 

Year 

1961 

First 

half 

1961 

Plan 

1965 

Plan“ 

Bulgaria . 

10.4 

4.2 

3.5 

2.7 

7.4 

4.1 

Czechoslovakia . 

4.5 

4.5 

2.6 

1.7 

6.9 

5.0 

6.5 

7.4 

Eastern  Germany  ^  . 

0.1 

-1.1  e 

0.6 

0.2 

8.2 

6.5  e 

6.6 

9.2 

Hungary  . 

6.2 

4.2 

2.3 

2.9 

5.6 

7.8 

5.6 

4.5-5 

Poland  ** . 

0.1 

3.2 

1.1 

1.5 

7.9 

6.4 

6.7 

Rumania  * . 

4.5 

7 

4.1 

4.4 

12 

9 

9 

8.2-8.7 

Soviet  Union  . 

4.8 

4^2 

2.6 

2.5 

5 

3y2 

6 

5.5-6.0 

Sources :  National  statistics,  plans  and  plan  fulfilinent  reports. 

Note.  —  For  most  countries  employment  data  are  derived  from  those  on 
industrial  output  and  output  per  man.  The  Soviet  data  exclude  industrial 
processing  on  collective  farms.  For  comparable  data  for  earlier  periods,  see 
Economic  Bulletin  for  Europe,  Vol.  12,  No.  3,  Table  8,  p.  26,  and  Economic 
Survey  of  Europe  in  I960,  Chapter  11,  p.  4,  Table  3. 


^  Cumulative  annual  percentage  rates  of  growth  during  long-term  plan  period. 
^  Socialized  industry. 

®  First  five  months  of  the  year. 

^  State  industry. 


in  eastern  Germany  though,  over  the  whole  eighteen 
months  shown  in  the  table,  achievements  in  that 
country  have  hardly  met  the  requirements  of  the  long¬ 
term  plan.  In  contrast,  productivity  increases  between 
the  two  first  halves  of  1960  and  1961  were  less  than 
planned  in  Czechoslovakia  and  below  the  rates 
registered  from  1959  to  1960  in  that  country  and  in 
the  Soviet  Union.  However,  in  both  these  countries 
working  hours  are  being  reduced,  and  the  productivity 
increments  shown  in  Table  2  represent  increases  in 
gross  output  per  man-hour  between  the  first  half  of 
1960  and  the  same  months  of  1961  of  U  per  cent  in 
the  Soviet  Union  and  7*/^  per  cent  in  Czechoslovakia 
—  achievements  which  compare  well,  at  least  in  the 
former  country,  with  the  long-term  plan  targets,  since 
cuts  in  working  hours  in  the  Soviet  Union  will  not 
continue  throughout  the  period  at  the  rates  recorded 
in  the  recent  past. 

The  developments  of  employment  and  of  output 
per  worker  in  Poland  during  the  last  eighteen  months 
reflect  rather  unusual  circumstances.  At  the  end  of 
1959  and  during  1960  special  efforts  were  made  to 
force  enterprises  to  restrict  recruitment,  and  to  dismiss 
redundant  workers  or  find  ways  of  employing  them 
effectively,  in  the  interests  both  of  improving  industrial 
efficiency  and  of  restraining  the  rise  of  total  consumers’ 
income.  Industrial  employment  in  fact  fell  below  the 
corresponding  1959  level  in  the  first  half  of  1960, 
and  the  annual  averages  of  the  two  years  were  vir¬ 
tually  equal,  while  output  per  worker  rose  by  11  per 
cent  above  the  1959  level.  By  the  end  of  the  year 
enterprise  managements  were  complaining  that  the 
restriction  of  recruitment  was  hampering  production 
and,  as  restraints  were  relaxed,  the  industrial  labour 
force  increased  by  mid- 1961  to  a  level  originally 


planned  for  about  mid-1963.  Nevertheless,  labour 
productivity  was  8  per  cent  higher  in  the  first  six 
months  than  in  the  same  months  of  1960  —  a  satis¬ 
factory  rate  of  increase  even  if  less  than  that  achieved 
under  the  special  pressures  of  last  year. 

Shortage  of  labour  for  recruitment  into  industry  is 
still  not  a  factor  hampering  overall  expansion  in  any 
country  except  eastern  Germany,  though  continuing 
difficulties  in  manning  particular  branches  —  such  as 
mining  and  construction  —  and  excessive  labour  turn¬ 
over  in  unpopular  occupations  are  reported  in  Czecho¬ 
slovakia,  and  to  a  lesser  extent  in  other  countries.^ 
The  eastern  German  situation  is,  however,  unique. 
From  the  end  of  1949  to  the  end  of  1960,  about 
3.3  million  people  moved  from  eastern  to  western 
Germany  (according  to  west  German  statistics) ;  ^  and 
a  further  180,000-190,000  followed  up  to  13  August 
1961,  when  steps  were  taken  to  stop  the  exodus.  The 
net  emigration  was,  however,  somewhat  less,  as  about 
464,000  people  moved  from  the  west  to  the  east  during 
1950  to  1960  and  about  20,000  during  the  first  five 
months  of  1961.  The  total  population  of  eastern 
Germany  fell  by  6  per  cent  from  1950  to  1959,  and 
the  population  of  working  age  (15-64)  by  8  per  cent. 

Nevertheless,  the  total  labour  force  increased  by  9 
per  cent  from  1950  to  1960  as  a  result  of  rising  activity 
rates ;  and  the  activity  rate  of  women  has  now  reached 
the  extraordinarily  high  ratio  of  70.3  per  cent,®  thus 

^  The  Ostrava  coal  basin  (the  largest  in  Czechoslovakia)  suffers 
continuous  labour  shortage  despite  the  relatively  high  level  of 
mining  wages,  and  annual  labour  turnover  has  reached  40  per  cent 
of  the  total  labour  force  of  70,000  {HospoddrSke  Noviny, 
18  August  1961). 

*  Wirtschaft  und  Statistik,  September  1961,  p.  520. 

•  All  working  women  as  a  percentage  of  women  aged  1 5-60 
(Die  Wirtschaft,  2  August  1961,  p.  8). 


-  3  - 


helping  to  compensate  for  the  unfavourable  sex  struc¬ 
ture  of  the  population  —  a  ratio  of  122  women  to 
every  100  men. 

In  reviewing  the  east  German  long-term  plan  in  the 
Economic  Survey  of  Europe  in  1959,  it  was  noted 
(Chapter  III,  pp.  8-9)  that  the  working-age  population 
could  be  expected  to  fall  —  even  in  the  absence  of 
further  emigration  —  by  4  per  cent  from  1960  to  1965 
and,  by  that  date,  to  represent  only  55  per  cent  of 
the  total.  Official  east  German  projections  of  the  age 
and  sex  structure  of  the  population  recently  published  * 
confirm  that  prediction  and  show  a  continuing  deterio¬ 
ration  up  to  1970,  implying  a  further  decline  in  the 
total  number  of  people  of  working  age  at  least  up  to 
that  year  and  only  a  slow  recovery  beginning  during 
the  next  quinquennium.  The  scope  for  further  increases 
in  activity  rates  is  small,  and  transfers  from  agriculture 
cannot  be  expected  significantly  to  ease  the  industrial 
recruitment  problem.  Hence  the  current  stress  on  the 
need  to  raise  labour  productivity  through  the  intro¬ 
duction  of  labour-saving  machinery  and  the  most 
advanced  techniques,  better  organization,  improve¬ 
ment  of  skills  and  technical  education  of  the  work 
force. 

The  problem  is  further  complicated  by  eastern 
Germany’s  heavy  dependence  on  external  trade  and 
the  recent  decision  to  try  to  reduce  dependence  on 
western  sources  of  supply  of  materials  and  fuels  ®  (see 
section  2).  For  some  years  past,  policy  has  been 
directed  towards  saving  imported  fuels  and  materials 
by  preferential  expansion  of  those  branches  of  engi¬ 
neering  and  other  production  in  which  the  input  of 
domestic  skills  is  highest  in  relation  to  import  content ; 
and  the  introduction  of  a  “  New  Technique  Plan  ” 
on  1  February  1961  is  the  latest  measure  to  encourage 
economy  of  labour  and  materials  and  the  rapid  intro¬ 
duction  of  new  processes  and  products.  A  compre¬ 
hensive  aimual  plan  for  scientific-technical  develop¬ 
ment  will  in  future  be  elaborated  in  co-operation  with 


*  Statistische  Praxis,  No.  5,  1961,  p.  115. 

‘  Deliveries  of  rolled  steel  and  mining  products  from  the  Soviet 
Union  during  1961-1965,  additional  to  those  originally  foreseen, 
are  reported  to  have  been  negotiated;  but  in  the  first  half  of  this 
year  the  scanty  information  on  external  trade  developments  so 
far  published  indicates  only  some  switch  of  trade  from  west 
German  to  other  western  European  partners.  Trade  turnover 
with  the  latter  group  of  countries  is  reported  to  have  been  about 
20  per  cent  higher  in  the  first  half  of  1961  than  in  the  same 
months  of  1960  {Neues  Deutschland,  3  September  1961,  p.  5)  and 
trade  with  western  Germany  (including  west  Berlin)  developed 
as  follows: 

Million  DM  Percentage  change  from 

( west}  second  half  of  I960 

East  German  exports .  444  —  22.3 

East  German  imports  .  462  +2.0 


Source :  Warenverkehr  in  Interzonenhandel,  Statistische  Berichte,  1 3  Octo¬ 
ber  1960  and  I  August  1961. 

Within  the  total  imports  shown  above,  the  shares  of  mining 
products  and  steel  fell  and  the  share  of  consumers’  goods  in¬ 
creased.  No  data  on  trade  with  other  eastern  European  countries 
have  yet  been  published. 


the  various  industrial  branches  and  the  responsibility 
for  implementing  its  various  stages,  from  the  initial 
research  projects  (increasingly  directed  towards  mecha¬ 
nization  and  automation  of  production  processes  and 
towards  new  methods  of  labour-saving)  to  the  incor¬ 
poration  of  the  results  into  actual  production,  will  be 
clearly  defined  in  the  individual  plans  of  the  institu¬ 
tions  and  enterprises  concerned.® 

In  other  countries  also,  efforts  to  encourage  tech¬ 
nical  advance  and  increases  in  labour  productivity 
have  been  intensified.^  In  Czechoslovakia  the  main 
emphasis  is  placed  on  the  need  for  economy  of  fuel 
and  power,  the  Central  Committee  of  the  Communist 
Party  having  called  for  a  reduction  of  consumption 
by  1  per  cent  this  year  and  drawn  attention  to  the 
excessive  use  of  coal  (in  relation  to  officially  estab¬ 
lished  technical  coefficients)  in  some  branches  of  pro¬ 
duction.  According  to  Deputy  Premier  J.  Dolansky, 
“more  than  1(X)  million  Kcs  will  be  saved  when  a 
1  per  cent  saving  in  the  annual  consumption  of  fuels 
and  power  is  achieved.  The  wage  system  allows  for 
workers  to  receive  bonuses  up  to  80  per  cent  of  the 
value  of  the  proven  savings  in  high  quality  coal. 
Bonuses  for  savings  in  high  quality  fuels  by  replacing 
them  with  lower  quality  types  can  be  rewarded  in  this 
way.  On  an  average  it  would  be  possible  to  pay  up 
to  40  per  cent  of  the  proven  saving  of  fuels  and  power. 
This  means  that  approximately  40  million  Kcs  annually 
would  find  their  way  into  the  pockets  of  the  workers 
who  were  instrumental  in  achieving  these  savings.”  * 
In  Albania  there  has  recently  been  a  country-wide 
drive  for  economy  of  materials  and  spare  parts  for 
equipment  (which  are  now  supposed  to  be  issued  only 
in  exchange  for  the  worn-out  component)  and  the 
Planning  Commission  has  been  instructed  to  revise 
technical  norms  and  to  study  other  measures  for  im¬ 
proving  the  utilization  of  fuels  and  materials. 


•  For  further  details,  see  Sozialistische  Planwirtschaft, 
July  1961. 

’  For  a  discussion  of  plans  and  measures  to  promote  technical 
progress  in  other  countries  of  the  area,  see  the  Survey  for  1959, 
Chapter  111,  pp.  14-15,  and  “  Problems  of  economic  stimuli  to 
introduce  new  techniques  in  the  industry  of  the  Popular  Demo¬ 
cracies  ”,  Voprosy  ekonomiki.  No.  2,  1961.  The  intense  interest 
in  the  possibilities  of  raising  labour  productivity  within  these 
countries  is  further  demonstrated  by  the  work  on  international 
productivity  comparisons  being  carried  out  under  the  auspices 
of  the  Council  for  Mutual  Economic  Assistance  by,  inter  alia, 
the  Central  Statistical  Offices  of  Czechoslovakia  and  Hungary. 
Some  of  the  results  of  this  work  —  based  on  comparisons  of 
output  per  worker  both  in  physical  terms  for  a  number  of  pro¬ 
ducts  and  in  terms  of  gross  output  valued  at  the  prices  of  each 
country  in  turn  —  have  recently  been  published  {Kozgazdasdgi 
Szetnle,  No.  7,  1961,  pp.  856-871)  and  show  overall  labour 
productivity  in  Hungarian  industry  as  about  60  per  cent  of  that 
in  Czechoslovakia,  and  about  70  per  cent  for  the  average  of  all 
branches  other  than  mining.  (For  the  results  of  an  earlier 
study  —  the  methods  of  which  were  not  explicitly  stated  —  see 
the  Survey  for  1960,  Chapter  11,  p.  3,  footnote  5.) 

*  Czechoslovak  News  Agency,  Information  Bulletin  No.  61, 
28  July  1961. 
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Table  3 

Indicators  of  industrial  activity  by  main  branches  or  products  in  eastern  Europe  and  the  Soviet  Union 


Percentage  increase  of  output  over  same  period  of  previous  year  and  degree  of  plan  fulfilment 


1961  First  half  || 

1961  First  half 

Percen- 

Percen- 

Country  and  branch 

I960 

Actual 

1961 

Plan 

tage 

increase 

Percen¬ 

tage 

Country  and  branch 

I960 

Actual 

1961 

Plan 

tage 

increase 

Percen¬ 

tage 

over 

plan 

over 

plan 

first  half 

fulfilment 

first  half 

fulfilment 

of  1960 

of  1960 

Albania  (Total  industry) 

Eastern  Germany  ( All  industry) 

Oil  (product) . 

25.8 

20.5 

103.2 

Basic  industries . 

7.0 

5.9 

Bitumen  (product)  . 

5.6 

19.7 

101.2 

of  which  : 

Chrome  (product) . 

15.8 

106.2 

Energy . 

10.9 

5.8 

3.0 

Iron  ore  (product) . 

44.7 

47.5 

110.1 

Mining . 

-2.9 

2.3 

3.4 

Electric  power . 

16.5 

6.2 

23  6 

-113.4 

Metallurgy . 

Chemicals . 

Building  materials  .... 

10.7 

7.4 

9.8 

5.3 

6.3 
13.4 

6.1 

6.8 

5.7 

Building  materials . 

18.2 

48.8 

104.6 

Timber . 

11.9 

4,8 

106.6 

Metal-working  industries  .  .  . 

10.7 

4.0 

Light  industry . 

1.3 

4.0 

103.9 

of  which : 

Food  processing . 

15.9 

4.6 

109.3 

Heavy  engineering . 

8.9 

9.6 

2.6 

General  engineering  .... 

13.7 

13.0 

8.1 

Bulgaria 

Vehicles . 

8.1 

8.6 

5.0 

(  Centrally  planned  industry) 

11.0 

3.7 

104.1 

Shipbuilding . 

Castings  and  forging  .... 

12.6 

9.3 

-9.5 

7.2 

-20.1 

5.5 

Fuels . 

Metal  goods . 

10.4 

9.6 

7.8 

Electric  power . 

21.0 

i7.0 

18.1 

103.0 

Electro-technical . 

13.4 

5.1 

5.5 

Ferrous  metallurgy . 

5.9 

30.0 

16.0 

97.0 

Fine  mechanics  and  optics  .  . 

6.9 

9.2 

3.8 

Non-ferrous  metallurgy  .  .  . 

18.5 

8.3 

10.5 

98.8 

Light  industries . 

5.5 

5.2 

Engineering  and  metal-using  . 

23.9 

13.6 

15.1 

100.8 

of  which  : 

9.9 

5.5 

7.3 

Chemicals  and  rubber  .... 

17.7 

15.0 

11.5 

103.6 

Timber  processing  .... 

Building  materials . 

15.6 

21.0 

17.1 

100.7 

Textiles . 

Clothing . 

4.4 

2.1 

6.1 

5.1 
8.7 

6.2 

3.4 

8.7 

5.3 

Timber  and  timber-processing . 

14.2 

2.7 

17.2 

105.2 

Cellulose  and  paper . 

11.9 

3.2 

103.8 

Cellulose  and  paper  .... 

4.6 

3.4 

4.0 

Glass  and  china . 

25.7 

3^7 

26.5 

97.9 

Polygraphic  industry  .... 

7.6 

2.3 

4.2 

Textiles . 

9.1 

-3.3 

0.4 

105.8 

Glass  and  ceramics . 

7.9 

6.7 

5.5 

Clothing . 

5.9 

10.9 

107.7 

Food  processing . 

8.7 

5.3 

7.5 

Leather  and  footwear  .... 

-2.7 

-5.1 

104.1 

Polygraphic  industry  .... 

3.9 

-2.5 

105.9 

Hungary  ( All  industry ) 

Food  processing  ...... 

11.1 

^5 

21.4 

111.6 

Mining . 

6.2 

6.9 

Electric  power . 

10.0 

9.3 

8.1 

Czechoslovakia 

Metallurgy . 

9.4 

7.7 

10.0 

( National  enterprises) 

Engineering . 

19.5 

10.0 

17.0 

Fuels . 

Electric  power . 

3.5 

14.4 

i2.5 

5.5 

11.4 

100.5 

100.8 

of  which  ; 

Machine  building . 

18.0 

22.3 

17.7“ 

14.8 

22.3 

1040 

Metallurgy . 

11.6 

10.3 

9.8 

99.1 

Precision  engineering  .... 

21.6 

15.8 

19.4 

Heavy  engineering . 

15.7 

14.1 

11.7 

99.8 

Iron  and  metal  mass  products  . 

20.0 

17.3 

General  engineering . 

16.0 

11.0 

12.3 

100.3 

Chemicals . 

15.4 

13.0 

22.4 

Chemicals . 

14.2 

11.4 

12.5 

101.1 

Rubber  and  synthetic  materials 

18.8 

19.0 

26.5 

Building  materials . 

16.5 

9.7 

12.2 

100.7 

Building  materials . 

10.6 

8.5 

5.2 

98  0 

Food  processing . 

6.7 

7.2 

7.7 

99.6 

Total  of  heavy  industry  .  . 

14.0 

13.7 

Consumers’  manufactured 

Timber  processing . 

17.2 

13.2 

goods  . 

8.2 

5.5 

8.6 

101.2 

Paper . 

12.0 

^2 

12.0 

Printing . 

11.3 

11.3 

Poland  ( Socialized  industry) 

Textiles . 

11.0 

7.4 

Fuels . 

6.1 

2.0 

3 

j.  102.7 1> 

Leather  and  fur . 

13.8 

3.8 

Electric  power . 

12.4 

13.9 

11.1 

Clothing . 

17.7 

12.3 

Ferrous  metallurgy . 

9.2 

7.5 

10 

\ 

Miscellaneous . 

23.4 

20.8 

Non-ferrous  metallurgy  .  .  . 

12.5 

6.5 

12 

i  102.5  6 

Total  of  light  industry  .  .  . 

14.3 

6.4 

10.4 

102  0 

Machinery . 

15.2 

13.5 

19 

1 

Food  processing . 

6.3 

4.5 

9.1 

1050 

Chemicals . 

21.4 

15.9 

20 

101.9*’ 

Building  materials . 

10.3 

10.1 

13 

102.5  *> 

Soviet  Union  (All  industry) 

Timber  processing . 

7.3 

4.4 

9 

101.6*’ 

Fuel  and  power  * . 

8 

7 

Textiles . 

4.6 

4.2 

8 

) 

Ferrous  and  non-ferrous  metal- 

Clothing . 

5.6 

2.6 

13 

)  101.46 

lurgy . 

10 

9 

10 

Leather  and  footwear  .... 

2.1 

-1.2 

7.1  e 

1 

Engineering  and  metal-working 

16 

14 

16 

Food  processing . 

9.6 

5.2 

11.4 

104.6  6 

Chemicals  and  rubber  .... 

12 

14.5 

14 

Rumania  ( Socialized  industry) 

Building  materials . 

Timber,  timber  processing  and 

18 

13 

Electric  power  (product)  .  .  . 

12.1 

11.5 

11.8 

paper . 

7 

10/ 

4 

Iron  ore  (product) . 

37.2 

20.0 

30.0 

Light  industry . 

8» 

6.9* 

2 

Crude  steel  (product)  .... 

27.3 

14.3 

18.4 

Food  processing . 

4 

7.7 

6 

For  sources  and  footnotes,  see  opposite  page. 
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The  Pattern  of  Expansion  of  Output 

In  all  countries  of  the  area  except  eastern  Germany 
output  seems  to  have  continued  to  grow  fairly 
smoothly  in  the  first  half  of  this  year,  with  relatively 
little  hindrance  from  specific  material  shortages, 
though  the  pattern  of  plan  fulfilment  in  most  countries 
has,  as  usual,  been  imeven. 

By  and  large,  1960  production  priorities  in  the 
Soviet  Union  were  carried  into  1961,  with  engineering, 
chemicals  and  building  materials  leading  the  way  (see 
Table  3) ;  but  in  the  last-named  industry  a  notice¬ 
able  slowing  down  of  the  rate  of  growth  was  partly 
responsible  for  the  non-fulfilment  of  capital  construc¬ 
tion  plans  (see  section  2).  A  very  small  increase  was 
registered  in  light  industry,  where  the  output  of  tex¬ 
tiles  remained  almost  stationary,  and  the  performance 
of  the  timber,  timber-processing  and  paper  branches 
continued  to  disappoint.  On  the  other  hand,  the  growth 
of  chemicals  output  accelerated  and  production  of  arti¬ 
ficial  and  synthetic  fibres  expanded  by  22  per  cent 
and  that  of  artificial  fertilizers  by  12  per  cent,®  com¬ 
pared  with  18  and  7  per  cent  respectively  in  1960. 
Policies  for  changing  the  structure  of  the  energy 
balance  are  reflected  in  a  1  per  cent  decline  in  the 
output  of  coal  and  in  the  further  steep  rise  in  the 
output  of  natural  gas  —  by  28  per  cent  following  a 
27  per  cent  increase  in  1960.  The  performance  of 
engineering  was  on  the  whole  good  ;  and  the  half- 
yearly  rate  of  increase  was  somewhat  ahead  of  that 
planned  for  the  year  as  a  whole,  as  was  also  the  case 
in  1960.  However,  the  half-yearly  targets  were  not  met 
for  a  number  of  products  —  steam  and  gas  turbines, 
oil  equipment,  chemical  equipment,  looms  and  electric 
locomotives  —  and  this  may  have  been  a  factor  in 
the  under-fulfilment  of  investment  plans  described  in 
section  2  below. 

In  Czechoslovakia,  engineering,  building  materials, 
chemicals  and  electric  power  have  again  been  the  most 
rapidly  expanding  branches ;  and  the  degree  of  plan 
fulfilment  in  each  of  the  major  branches  has  been 
remarkably  similar  (see  Table  3).  Nevertheless,  the 
familiar  complaints  have  been  voiced  of  unsatisfactory 
product-mix  and  hampering  shortages  of  hard  coal 
and  some  types  of  steel  and  heavy  equipment.^® 

In  eastern  Germany  the  need  for  a  reassessment  of 
economic  conditions  and  possibilities  and  for  revision 

’  Though  deliveries  of  fertilizer  to  Soviet  farms  rose  con¬ 
siderably  less  (see  section  3  below). 

Finance  a  uvir.  No.  9,  1961,  p.  513. 


of  some  elements  of  the  long-term  plan  probably  help 
to  explain  both  the  delay  in  establishing  the  1961  Plan 
(which  was  not  adopted  until  the  end  of  March)  and 
the  fact  that  the  half-yearly  plan  fulfilment  report  has 
still  not  been  published  at  the  time  of  writing.  As  can 
be  seen  from  the  figures  in  Table  3  the  rate  of  growth 
of  output  has  fallen  —  though  in  some  cases  only 
slightly  —  in  every  separately  identified  branch  with 
the  exception  of  mining  and  clothing.  The  light  indus¬ 
tries  as  a  group,  however,  show  a  rate  of  expansion 
insignificantly  different  from  that  of  1960,  whereas 
the  rate  of  growth  in  the  metal-using  industries  as  a 
group  has  dropped  from  11  per  cent  to  4  per  cent. 
This  slackening  reflects  both  labour  shortage  and 
bottlenecks  in  material  supplies,  as  well  as  deficient 
planning  and  bad  management  which  have  also  been 
blamed  for  some  failures  to  fulfil  plans. 

Outside  the  light  industries  planned  rates  of  increase 
of  output  in  eastern  Germany  seem  to  have  been 
achieved  only  by  the  mining,  chemicals,  metallurgical 
and  food -processing  branches.  According  to  a  report 
to  the  13th  Plenary  Meeting  of  the  Politbureau,'^  the 
slow  growth  of  energy  supplies  is  particularly  serious, 
since  even  complete  fulfilment  of  the  plan  would  not 
suffice  to  meet  all  expected  demands  in  1961  and 
would  necessitate  a  drawing  on  fuel  stocks  during  the 
year.  In  the  heavy  engineering  and  electro-technical 
industries,  lagging  output  is  bound  to  hamper  both 
other  domestic  industries  and  the  growth  of  exports ; 
but  the  steady  rise  of  chemicals  output  is  a  favourable 
development. 

In  Hungary,  the  narrow  path  of  output  expansion 
near  to  the  capacity  limit  has  now  been  followed 
for  about  a  year  without  major  difficulty,^^  partly  as 
a  consequence  of  a  re-orientation  of  industrial  pro¬ 
duction  policies  towards  increased  international  spe¬ 
cialization  —  implying  an  expansion  of  exportable  out¬ 
put  in  finishing  industries  coupled  with  increasing  for¬ 
eign  exchange  allocations  for  raw  material  imports.^® 

**  Neues  Deutschland,  9  July  1961. 

Apart  from  industries  where  round-the-clock  working  is 
normal  (electric  power,  steel,  coal  mining  and  some  chemicals) 
capacities  are  said  to  have  been  already  fully  utilized  in  the 
textiles  industries  in  1959,  and  full-time  utilization  of  up-to-date 
capacities  of  the  enterprises  of  the  Ministry  of  Metals  and 
Engineering  (by  working  two  or  more  shifts)  is  intended  to  be 
complete  by  the  end  of  1962  (Tdrsadalmi  Szemle,  No.  7,  1961, 
p.  14,  and  Nipszabadsdg,  1  June  1961). 

Exports  of  equipment  and  consumers’  manufactures  rose  by 
20  per  cent  and  30  per  cent  respectively  from  the  first  half  of 
1960  to  the  same  months  of  1961 .  Imports  of  fuels  and  materials 
lagged  somewhat  behind  the  planned  15  per  cent  rate  of  increase. 
The  importance  of  economically  efficient  specialization  has  been 


Note*  to  Table  3 

Sources :  National  statistics,  plans  and  p'.an  fulfilment  reports;  and  Rabotruchesko  delo,  17  December  1960. 

Note.  —  Index  numbers  are  of  values  at  current  prices  in  eastern  Germany  and  at  constant  prices  in  other  countries.  For  comparable  data  for  earlier 
periods,  see  Economic  Bulletin  for  Europe,  Vol.  12,  No.  3,  Table  9,  p.  27,  and  Economic  Survey  of  Europe  in  I960,  Chapter  II,  Table  4,  p.  5. 

°  Telecommunications  only.  *  In  calories,  excluding  atomic  energy.  8  Including  consumers*  durables. 

®  Enterprises  of  the  relevant  ministry  only.  f  Wood  processing  only.  *  Output  of  consumers’  manufactured  goods  (Group  B). 

®  Light  industry. 
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Fuel  and  raw  material  supplies  and  stocks  have,  in 
general,  remained  adequate  during  the  months  under 
review  :  coal  production  rose  by  8  per  cent  and  output 
of  crude  petroleum  by  22  per  cent  above  the  corre¬ 
sponding  1960  level  and  imports  of  fuels  and  electric 
power  increased.  Within  the  chemicals  branch,  output 
of  pharmaceuticals  and  plastics  —  largely  for  export 
—  has  risen  particularly  fast  and  additions  to  capacity 
this  year  have  produced  a  considerable  rise  in  output 
of  fertilizers.  In  the  metal-using  industries  —  sup¬ 
ported  by  the  greatly  increased  supply  of  rolled  pro¬ 
ducts  from  the  new  rolling  mill  at  Sztalinvdros  —  the 
planned  new  pattern  of  specialization  is  reflected  in 
especially  rapid  increases  in  output  of  motor  buses, 
agricultural  machinery  and  consumers’  metal-made 
goods.  The  building  materials  and  textiles  and  leather 
branches  are  among  the  few  exceptions  to  the  general 
picture  of  very  rapid  rates  of  expansion  (see  Table  3) 
and  output  of  the  meat  and  dairying  industries  has 
risen  little,  reflecting  the  low  rate  of  delivery  of  animal 
products  from  the  farms  (see  section  3). 

In  Poland,  raw  material  supplies  generally  improved 
in  the  first  half  of  the  year  and  stocks  of  all  basic 
materials  except  aluminium  rose  during  the  first  six 
months,  in  some  cases  to  levels  above  those  of  mid- 
1960.  New  capacities  for  domestic  output  and  higher 
imports  (total  imports  were  10  per  cent  higher  than 
in  the  first  half  of  1960)  contributed  to  improved  flows 
of  special  steels  and  thin  sheets,  zinc,  copper,  rubber, 
caustic  soda,  paper  and  cotton.  Coal,  pig-iron,  steel 
and  cement  output  rose  satisfactorily ;  but  electric 
generating  capacity  is  still  barely  adequate  to  support 
peak  loads  and  some  cuts  in  supplies  to  industry  — 
due  to  delays  in  construction  of  new  power  plants  and 
breakdowns  of  existing  capacity  —  occurred  in  March 
and  April.^^  As  can  be  seen  from  the  figures  in 
Table  3,  expansion  in  all  the  major  branches  in  the 
first  half  of  the  year  was  somewhat  above  the  planned 
rates,  and  particularly  rapid  in  the  engineering  and 
chemicals  branches  ;  and  most  branches  showed  rates 
of  growth  exceeding,  or  about  equal  to,  those  of  1960. 

Most  branch  output  plans  were  overfulfilled  in 
Bulgaria,  the  main  exception  being  ferrous  metallurgy 
despite  the  commissioning  of  considerable  new  capa¬ 
cities  in  1960.  Among  the  major  branches,  only  build¬ 
ing  materials,  timber  processing,  clothing  and  food 
processing  were  exceptions  to  the  general  rule  of  a 


stressed  in  a  number  of  comments  on  this  year’s  plan;  “A 
fundamental  requirement  for  raising  economic  efficiency  in 
industry  consists  in  a  gradual  (but  faster  than  hitherto)  discon¬ 
tinuation  of  the  production  of  the  relatively  large  quantities  of 
goods  which  are  still  produced  uneconomically  and  in  a  reconver¬ 
sion  of  capacity  to  the  production  of  goods  which  are  of  primary 
importance  for  the  national  economy,  particularly  if  they  have 
sales  possibilities  on  the  world  market”  {Figyelo,  3  January 
1961).  See  also  Nipszabculsdg,  1  January  1961. 

Estimated  at  the  equivalent  of  143  MW  and  174  MW  re¬ 
spectively  {Gospodarka  Planowa,  No.  7,  1961,  p.  2). 


slackening  pace  of  expansion;  and  the  very  satisfactory 
progress  in  the  last-named  branch  must  have  signi¬ 
ficantly  improved  export  availabilities.  Another  wel¬ 
come  development  in  Bulgaria  has  been  the  rapid 
growth  of  production  of  electric  power  at  a  rate  which, 
this  year  as  in  1960,  exceeded  that  of  the  overall 
industrial  expansion. 

The  half-yearly  plan  for  industry  was  surpassed  in 
Rumania  and  gross  industrial  output  was  almost  17 
per  cent  higher  than  in  the  corresponding  period  of 
1960.  Electricity  generation  kept  up  with  this  very 
rapid  rate  of  expansion,  but  the  output  of  fuels  — 
showing  a  7  per  cent  increment  —  lagged  considerably. 
The  leading  sectors  continued  to  be  chemicals  and 
engineering,  with  increases  of  35  per  cent  and  26  per 
cent  respectively  over  the  first  half  of  last  year ;  but, 
with  supplies  of  synthetic  fibre  from  the  former  and 
of  rayon  from  the  cellulose  and  paper  industry  (whose 
expansion  slightly  exceeded  the  industrial  average), 
the  textile  industry,  the  sluggard  of  the  past  five  years, 
showed  no  less  than  a  24  per  cent  rise  of  output. 
Among  the  investment-goods  branches,  metallurgy  was 
particularly  dynamic  (with  increases  in  output  of  19 
per  cent  in  ferrous  metallurgy  and  21  per  cent  in  non- 
ferrous  metallurgy).  Output  in  the  building-materials 
and  timber  branches  rose  by  14  per  cent.  Leather  and 
footwear  production  expanded  by  10  per  cent,  despite 
the  curb  on  slaughterings  of  cattle  last  year,^®  which 
must  have  reduced  domestic  hide  supplies  when  im¬ 
ports  were  also  being  cut  (5,200  tons  in  1960  against 
8,700  in  1959).  Food  processing,  with  a  4  ^  per  cent 
increment  over  the  first  half  of  1960,  reflected  the 
recent  stability  of  agricultural  output. 

The  8.7  per  cent  rise  in  the  output  of  Albanian 
industry  from  the  first  half  of  1960  to  the  same  months 
of  1961  was  well  above  the  planned  rate  for  the  six 
months  and  precisely  equal  to  the  target  rates  of 
growth  of  the  1961-1965  Plan  published  early  this 
year.^®  The  20  per  cent  increase  in  oil  extraction, 
shown  in  Table  3,  is  a  rapid  rise  by  comparison  with 
the  planned  51  per  cent  increase  from  1960  to  1965 
(though  slower  than  the  41  per  cent  increase  in  the 
first  half  of  1960),  as  are  the  48  per  cent  rise  in  iron- 
nickel  ore  compared  with  the  five-year  target  of  88 
per  cent  and  the  24  per  cent  rise  of  electric  power 
production  (five-year  target,  84  per  cent).  Judging 
from  the  1961  plan  target  and  the  reported  degree  of 
plan  fulfilment,  output  of  building  materials  must  have 
risen  particularly  fast  in  the  first  half  of  this  year. 


See  “  Economic  Development  in  Rumania  ”  in  this  Bulletin, 
section  5. 

Ekonomia  Popullore,  No.  2,  1961,  pp.  11-44.  The  industrial 
output  targets  there  stated  differ  relatively  little  from  the  pre¬ 
liminary  figures  reviewed  in  the  Survey  for  1960,  Chapter  VI, 
pp.  14-15,  the  main  changes  being  a  lowering  of  the  targets  for 
the  chrome,  copper  and  timber  industries  and  a  slight  raising  of 
those  for  electric  power  and  the  consumers’  goods  branches. 
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2.  Investment  Outlays  and  Construction  in  Eastern  Europe  and  the  Soviet  Union 


Plan  Revisions 

There  have  been  a  number  of  indications  that  inten¬ 
sified  international  political  tensions  during  the  spring 
and  summer  of  this  year  may  have  led  to  revision  of 
some  elements  in  the  economic  development  plans  of 
a  number  of  countries.  It  has  been  announced  that 
reduction  of  the  armed  forces  is  to  be  slowed  down  in 
the  Soviet  Union ;  in  eastern  Germany  the  economic 
prospects  have  been  changed  by  the  special  measures 
taken  to  seal  the  east  Berlin  border,  by  the  accelerated 
emigration  that  preceded  these  measures  and  by  the 
announced  intention  to  reduce  reliance  on  imports 
from  western  —  and  especially  west  German  —  sour¬ 
ces  (see  below) ;  in  Hungary,  coming  increases  in 
defence  expenditures  have  been  announced.  However, 
Hungary  and  Albania  are  the  only  countries  to  have 
published  revised  long-term  plan  directives  since  cer¬ 
tain  revisions  of  the  Czechoslovak  and  Polish  plan 
directives  for  1961-1965  were  reported  in  the  Economic 
Survey  of  Europe  in  1960}'"^  The  changes  in  the  Hun¬ 
garian  plan  may  be  summarized  as  follows  : 

Directives  Directives 


Percentage  increase  1958  to  1965  of : 

National  income .  50  55-60 

Gross  output  of  socialist  industry  ....  65-70  83-87 

Gross  output  per  worker  in  socialist  industry  37-40  40-45 

Gross  output  of  agriculture .  30-32  “  30-32  “ 

Consumption  fund .  40-45  40-42 

Per  capita  real  income  of  workers  and  em¬ 
ployees  .  26-29  26-29 

Total  gross  fixed  investment  outlays  1961-1965 
in  billion  forints  at  1959  prices .  200-205  180 


Source :  Nepszabadsdg,  14  September  1961. 

Average  1961-1965  as  a  percentage  of  average  1954-1958. 

On  15  January  1960  a  decision  was  taken  to  release  a  further 
1,200,000  men  from  the  armed  forces  but,  according  to  a  state¬ 
ment  by  the  Central  Committee  of  the  Communist  Party  and  the 
Council  of  Ministers,  this  project  has  not  been  completed 
“  until  now  ”  and  is  being  suspended  in  view  of  the  international 
situation  {Pravda,  30  August  1961).  In  some  other  countries  the 
extension  of  the  period  of  conscript  service  has  been  announced. 

“  Chapter  II,  pp.  30-32.  There  were  also  indications  at  that 
time  of  possible  revisions  of  some  details  of  the  Soviet  Seven-year 
Plan,  including  an  increase  in  planned  investment  in  agriculture 
which  seems  already  to  be  taking  place  (see  section  3  below). 
Some  further  indication  of  the  changes  in  prospect  may  well  be 
given  during  the  discussion,  due  to  start  while  this  article  is  in  the 
press,  of  the  1970  and  1980  targets  incorporated  in  the  project 
for  a  new  programme  for  the  Soviet  Communist  Party  at  the 
XXII  Pa,ty  Congress.  The  main  targets  so  far  announced  are 
as  follows  (index  numbers  1960=100,  except  for  electricity  and 


steel): 

1970 

1980 

Industrial  production . 

.  ca.  250 

>600 

Labour  productivity  in  industry . 

>200 

400-450 

Output  of :  Electric  power  (billion  kWh)  ® 

900-1000 

2700-3000 

Steel  (million  tons)  ** . 

250 

Agricultural  output . 

.  ca.  250 

ca.  350 

Labour  productivity  in  agriculture . 

250 

500-600 

Output  of  grains . 

>200 

Grain  yields  per  hectare . 

200 

Output  of;  Meat . 

.  ca.  300 

ca.  400 

Milk . 

>200 

ca.  300 

I960  production  was  292  billion  kWh  of  electric  power  and  65.3  million  tons 
of  steel.  The  steel  target  for  1980  refers  to  capacity. 

In  Albania  there  has  been  a  relatively  minor  revision  of  the 
original  1961-1965  plan  directives  (see  below). 


The  revised  directives  thus  foresee  the  possibility  of 
achieving  a  greater  rise  in  national  income  from  1958 
to  1965  than  originally  planned,  with  less  investment 
during  1961-1965  than  had  originally  been  considered 
necessary.  But  the  additional  national  income  and  the 
saving  of  investment  outlays  are  not,  apparently, 
expected  to  permit  any  greater  increase  in  consump¬ 
tion  over  the  period  than  originally  foreseen.  The 
above  figures  do  not,  of  course,  rule  out  the  possibility 
of  some  upward  revision  of  consumption  plans  for  the 
earlier  years ;  but  developments  so  far  this  year  do 
not  suggest  any  large  change  (see  section  4  below) 
and  the  text  of  the  plan  resolution  states  that  part  of 
the  resources  released  by  the  revision  of  investment 
plans  will  be  directed  to  defence  purposes :  “  A 
substantial  excess  over  the  planned  level  of  invest¬ 
ments  in  the  last  two  years,  a  planned  concentration 
of  investments,  and  some  cost  saving  which  seems  to 
be  obtainable  in  the  course  of  their  execution  offer 
a  possibility  of  somewhat  reducmg  the  total  amount 
of  investment  in  comparison  with  the  congressional 
directives  ;  meanwhile,  this  reduction  is  also  necessary 
because  of  a  steeper  rise  in  defence  and  other  expen¬ 
ditures  than  had  been  foreseen  at  the  Party  Congress. 

. . .  The  Central  Committee  approves  the  recognition 
in  the  Second  Five-year  Plan  of  the  necessity  for  a 
reinforcement  of  our  defence.” 

But  while  revisions  of  investment  and  other  plans 
may  well  be  under  way  in  several  countries,  it  is 
unlikely  that  they  greatly  affected  the  pattern  of  invest¬ 
ment  outlays  during  the  first  half  of  this  year. 

Investment  outlays  in  1961 

As  can  be  seen  from  the  data  in  Table  4,  the  con¬ 
struction  industries  made  a  slow  start  this  year  in 
eastern  Germany  and  Hungary  despite  favourable 
weather,  and  only  in  Poland  was  there  a  marked 
acceleration  of  activity.  In  most  countries  excessive 
dispersion  of  labour  and  materials  over  too  many 
sites  has  again  been  blamed  for  the  difficulties 
encountered.  Below-plan  output  of  some  building  ma¬ 
terials  has  been  a  hindrance  in  a  number  of  countries, 
together  with  absenteeism  and  poor  organization  of 
work,  especially  in  Czechoslovakia  (see  below)  and 
labour  shortage  both  in  that  country  and  —  even  more 
—  in  eastern  Germany. 

Investment  outlays  appear  to  have  fallen  below  the 
level  of  the  first  half  of  1960  in  eastern  Germany  and 
Hungary  —  in  accordance  with  the  annual  plan  only 
in  the  latter  country  ;  in  Bulgaria,  Czechoslovakia  and 
Rumania  the  rate  of  increase  has  slackened,  though 
less  than  was  foreseen  in  the  annual  plan  in  the  first 
two  countries,  and  only  in  Poland  and  Albania  has  the 
rate  of  increase  of  investment  accelerated  this  year. 


) 


Table  4 


Output,  employment  and  supply  of  materials  in  the  building  and  construction  industries  in  eastern  Europe 
and  the  Soviet  Union,  first  half  of  1959  to  first  half  of  1961 

Percentage  increase  over  same  period  of  previous  year 


Bulgaria 

Output  of  building  and  construction 

Output  per  worker . 

Employment  “ . 

Production  of  materials  (branch)  . 

of  which  :  Cement . 

Bricks . 


Czechoslovakia 

Output  of  building  and  construction 

Output  per  worker . 

Employment  * . 

Production  of  materials  (branch)  . 

of  which  :  Cement . 

Bricks . 

Prefabricated  components  . 

Eastern  Germany 

Output  of  building  and  construction 

Output  per  worker  ® . 

Employment . 

Production  of  materials  (branch)  . 

of  which  :  Cement . 


Hungary 

Output  of  building  and  construction 

Output  per  worker  ® . 

Employment . 

Production  of  materials  (branch)  . 

of  which  •  Cement . 

Bricks . 

Ferro-concrete  roof-beams 

Poland 

Output  of  building  and  construction 

Output  per  worker  ' . 

Employment . 

Production  of  materials  (branch)  . 

of  which  :  Cement  . 

Bricks . 


Rumania 

Output  of  building  and  construction  .  . 

Output  per  worker  ® . 

Employment . 

Production  of  materials  *  (branch) .  .  . 

of  which  :  Cement . •  .  .  .  . 

Bricks . 


Soviet  Union 

Output  of  building  and  construction  .  .  . 

Output  per  worker . 

Employment  * . 

Production  of  materials  (branch)  .... 

of  which  :  Cement  . 

Bricks  9 . 

Prefabricated  ferro-concrete  compo¬ 
nents  . 


Sources :  National  statistics,  plans  and  plan  fulfilment  reports. 

Note.  —  Output  of  building  and  construction  covers  building  and  assembly 
work  carried  out  by  state  construction  enterprises,  except  in  eastern  Germany 
and  Rumania,  where  all  socialized  enterprises  are  covered.  In  the  case  of 
Bulgaria,  data  cover  all  construction  enterprises  up  to  end  of  1960  and  centrally 
planned  enterprises  only  for  the  first  half  of  1961.  For  comparable  data  for 
earlier  years,  see  Economic  Bulletin  for  Europe,  Vol.  12,  No.  3,  p.  29,  Table  10. 
In  construction. 

®  Derived  from  reported  growth  of  total  output  and  of  labour  productivity. 


1959 

1960 

1961  1 

First  half  | 

19.6 

4.8 

13.1 

-I'/g 

3.8 

21.4 

36.6 

23 

iii 

54 

9 

*  10.0 

48 

10.3 

39 

16.5 

13.2 

10 

13.1 

6 

9 

3.0 

6.8 

0.9 

17 

16.0 

12.2 

20 

8.5 

2.9 

20 

5.5 

3.8 

24 

39.8 

14.4 

27.1 

10.3 

0.9 

16.8 

10.9 

7.1 

8.8 

-0.5 

-5.8 

17 

10.9 

5,7 

8 

27.5 

7.4 

24 

15.1 

0.5 

8 

7.5 

3.9 

14.8 

7.1 

-3.3 

17 

14.9 

5.2 

11 

10.3 

0.3 

3oy2 

10.4 

4.0 

19 

32.3 

16.3 

25 

4.2 

16 

17 

12 

10.5 

6.8 

-7 

5 

15 

10 

13 

7 

16'/2 

18.1 

23 

4 

1.0 

4 

22 

19 

2 

11 

3 

2 

9 

16 

10 

3 

14 

13 

10 

8 

15 

15 

9 

9 

9 

4 

SVz 

5'/2 

5 

25 

18 

13 

17 

17 

12 

17 

9 

35 

24 

23 

®  Derived  from  reported  growth  of  total  output  and  of  employment.  In 
eastern  Germany,  a  report  to  the  13th  session  of  the  Politburo  stated  that 
labour  productivity  in  the  building  industry  was  4.2  per  cent  higher  in  the 
first  five  months  of  1961  than  in  the  same  period  of  1960.  This  figure  may 
have  a  wider  coverage  than  the  data  in  the  table. 

^  Production  of  Building  Ministry. 

r  Extraction  of  building  materials  is  included. 

f  Increase  in  output  per  man  in  “construction”;  a  corresponding  increase 
in  output  per  man-hour  was  planned  at  16.6  per  cent. 

H  Excluding  output  in  collective  farms. 


;< 
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Investment  in  the  Soviet  Union 

Judging  from  the  experience  of  the  first  half-year, 
it  seems  likely  not  only  that  the  annual  investment  plan 
of  the  Soviet  Union  will  be  under-fulfilled  (as  for 
several  years  past)  but  that  the  increase  in  the  volume 
of  investment  from  1960  to  1961  will  be  considerably 
below  the  rates  of  the  last  few  years.  The  1961  plan 
for  centrally-planned  state  investment  envisaged  an 
increase  of  12.6  per  cent  over  the  1960  level,  following 
actual  increases  of  1 1  per  cent  and  13  per  cent  in  1959 
and  1960 ;  but  outlays  in  the  first  six  months  were 
only  8  per  cent  above  the  corresponding  1960  level, 
and  the  half-yearly  plan  was  11  per  cent  under¬ 
fulfilled.  Since  the  plan  for  “  construction  and  assem- 
by  work”  (about  two-thirds  of  total  outlays)  was 
under-fulfilled  by  7  per  cent,  the  shortfall  on  the  plan 
for  new  equipment  must  have  been  of  the  order  of 
20  per  cent.^® 

The  shortcomings  in  construction  work  listed  in  the 
plan  fulfilment  report  are  the  same  as  those  reported 
in  the  recent  past  —  a  wasteful  dispersal  of  resources 
over  a  large  number  of  projects,  under-utilization  of 
machinery  on  the  sites  and  the  need  to  rebuild  some 
faultily  completed  projects  —  together  with  the  non- 
fulfilment  of  output  plans  for  some  building  materials 
such  as  cement,  bricks  and  window  glass.  In  1960, 
only  78  per  cent  of  planned  new  capacity  for  the 
production  of  cement  was  installed  and  only  12  per 
cent  of  the  new  capacity  planned  for  1961  was  com¬ 
missioned  during  the  first  seven  months.^®  This  was 
particularly  unfortunate  since  the  need  for  cement  is 
now  considered  to  be  greater  than  had  been  estimated 
when  the  Seven-year  Plan  was  prepared  :  the  1965 
target  was  raised  from  75-81  million  tons  to  84.6  mil¬ 
lion  at  the  end  of  last  year,  and  a  further  demand  has 
since  arisen  from  the  acceptance  of  new  irrigation 
projects  by  the  January  1961  session  of  the  Central 
Committee  of  the  Communist  Party. 

The  apparently  considerable  shortfall  on  the  plan 
for  installation  of  new  equipment  is  somewhat  sur¬ 
prising  in  view  of  the  rapid  expansion  of  engineering 
output,  at  a  rate  faster  than  that  planned  for  the  year 
(see  Table  3  above).  However,  as  already  noted,  out¬ 
put  of  some  important  engineering  products  was 
significantly  less  than  planned  ;  and  it  is  also  possible 


**  A  sharp  criticism  of  the  investment  sector  was  made  by 
Ekonomicheskaya  Gazeta,  22  July  1961.  Having  stated  the  under- 
fulhlment  of  investment  plans,  it  proceeded:  “  If  one  considers  in 
addition  that  some  projects  take  decades  rather  than  years  to 
complete,  that  instiled  projects  do  not  give  expected  cost- 
reducing  and  productive  effects  for  years,  that  unusually  large 
material  and  financial  resources  are  frozen  in  construction  because 
there  is  no  equipment  to  install,  or  that  equipment  lies  wasted 
since  there  is  no  place  for  its  installation  —  when  one  thinks  of 
all  these  circumstances,  it  is  easy  to  conclude  that  there  exist 
major  shortcomings  in  the  field  of  capital  investment  in  our 
country.” 

Pro'>da,  18  July  and  16  September  1961. 


Table  5 

Investment  outlays  in  the  Soviet  Union,  1959 
to  ^t  half  of  1961 


Percentage  increase  over  same  period  of  the  preceding  year 


1 

I960  1 

1961 

1959  ! 

i 

1 

First 

half 

Year 

First 

half 

Plan 
for  year 

Centrally  planned  state  investment 

11 

13 

1 

1 

8 

12.6 

of  which : 

Oil  and  gas . 

14 

8 

10 

11 

16 

Electric  power . 

4 

5 

4  1 

2 

25“ 

Metallurgy . 

22 

18 

12  ; 

10 

31  6 

Engineering . 

39 

29 

23  ' 

15 

40 

Chemicals . 

59 

41 

33  ’ 

12 

42 

Timber,  paper  and  wood¬ 
working  . 

17 

10 

6 

Building  materials  and 
building  industry  .  .  . 

15 

8 

16 

1  9 

Light  and  food  industries . 

34 

21 

15 

1  16 

e  54  c 

Railway  transport  .... 

12 

11 

4 

Agriculture . 

20 

19 

1 

12.5 

Sources  :  Plan  fulfilment  reports;  and  Pravda,  21  December  1960. 

All  energy-producing  branches. 

^  Ferrous  metallurgy  only. 

^  Light  industry  only. 

Transport  and  communications. 

that  difficulties  in  co-ordinating  output  and  re-equip¬ 
ment  plans  for  individual  enterprises  —  so  as  to  avoid 
penalizing  enterprise  managements  and  staffs  if  current 
production  is  curtailed  while  equipment  is  being  re¬ 
newed —  have  not  been  completely  overcome.  The 
figures  in  Table  5  suggest  that  the  rate  of  installation 
of  new  capacity  in  the  engineering  industries  them¬ 
selves  must  have  risen  in  the  first  half  of  1961  much 
more  slowly  than  in  the  recent  past  and,  according  to 
the  plan  fulfilment  report,  “  industrial  enterprises  and 
research  and  design  institutes  did  not  reach  a  number 
of  highly  important  targets  of  the  plan  for  the  intro¬ 
duction  of  mechanization,  automation  and  advanced 
technology,  and  for  the  elaboration  and  entry  into 
serial  production  of  new  machines,  mechanisms, 
equipment  and  instruments.”  The  expansion  of  capa¬ 
cities  for  natural  gas  production  also  lagged  behind 
the  plan  and  only  25  per  cent  of  the  planned  expen¬ 
ditures  on  prospecting  and  drilling  were  in  fact  made.^® 
In  every  branch  of  industry  for  which  data  are 
available,  investment  outlays  rose  less  fast  in  the  first 
half  of  this  year  than  in  1959  or  1960  and  at  rates 
below  those  of  the  annual  plan.  It  is,  of  course,  pos¬ 
sible  that  the  original  plans  have  already  been  revised 
downwards  so  that  resources  might  be  transferred  to 
agriculture,  for  which  —  as  forecast  in  the  Survey 
for  1960^^  —  the  1961  plan  was  drastically  revised 


Ekonomicheskaya  Gazeta,  7  July  1961. 
**  Chapter  n,  p.  13. 


rv 


V 


1961 

First  half 
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Table  6 

Investment  outlays  in  eastern  Europe,  1960,  and  first  half  of  1961 

Values  in  millions  of  national  currencies  at  constant  prices,  and  percentages 


I960 

1961 

Plan 

1 

Fir 

Country 

Value 

Percentage  increase 
over 

1959 

1960 

Albania 

State  investment . 

11  300 

-6.5* 

18“ 

Bulgaria 

Centrally  planned  investment . 

7  465 

21 

2 

3  389 

Czechoslovakia 

Total  investment . 

42  965 

12.5 

10  6 

20  582 

of  which  :  State  centralized . 

13  173 

11.5 

23 

6487 

State  decentralized  . 

20  845 

12 

9  787 

Eastern  Germany 

Investment  ® . 

11  145 

9 

Wm 

4  986* 

of  which  :  In  industry . 

6  806 

13 

3  259« 

Hungary 

State  and  co-operative  investment  .... 

35  626 

14 

-12 

11  700* 

Poland 

Total  investment . 

97  500 

6 

9 

Rumania 

Investment  in  the  socialist  sector  »  . 

24  379 

32 

24 

11  389 

Percentage 
increase 
over  first 
half  of  1960 


23 


13 


11 

13. 

10.5 


-9.9 

-10.6* 


-13 


Uf 

22 


Sources:  National  statistics,  plans,  and  plan  fulfilment  reports:  FigyelS 
No.  37,  1961,  Rabotnichesko  delo,  17  December  1960.  See  also  Economic 
Survey  of  Europe  in  I960.  Chapter  11,  Table  5. 

Note.  —  Values  are  for  Bulgaria  at  1956  prices,  for  Czechoslovakia  at  I960 
prices,  for  Hungary  and  Rumania  at  1959  prices,  for  Poland  at  1  January  1961 
prices,  for  eastern  Germany  at  current  prices. 

“  For  first  half  of  1961.  Derived  from  reported  growth  of  actual  output  and 
degree  of  plan  fulfilment. 


^  Stated  by  error  as  7.9  (instead  of  9.7)  in  the  Survey  for  1960,  Chapter  II, 
Table  5. 

^  In  “  maintenanee  and  expansion  of  the  basic  means  of  the  socialist  economy  ”. 

Total  investment  in  the  national  economy. 

•  First  seven  months. 

f  Investment  in  the  socialist  sector  only,  excluding  investment  in  agricultural 
and  housing  co-operatives. 

9  Excluding  investment  self-financed  by  collective  farms. 


upwards  after  the  January  session  of  the  Central  Com¬ 
mittee  of  the  Party.  According  to  the  Minister  of 
Finance  of  the  Soviet  Union,  total  expenditure  on 
agriculture  from  the  budget  and  from  the  resources 
of  state  enterprises,  which  was  originally  planned  to 
reach  6.2  billion  roubles  (an  increase  of  21.5  per  cent 
over  1960),  will  in  fact  exceed  9  billion  roubles ; 
and  actual  state  investment  outlays  increased  in  the 
first  half  of  the  year  by  19  per  cent  over  the  corre¬ 
sponding  1960  level,  compared  with  the  12.5  per  cent 
rise  originally  planned  for  the  year.  However,  the  con¬ 
sequences  of  such  a  change  in  the  agricultural  in¬ 
vestment  plan  could  only  account  for  a  part  of 
the  apparent  shortfalls  on  the  plans  for  industrial 
investment.^® 

**  Finansy  SSSR,  No.  6, 1961,  p.  5.  Guiding  instructions  for  the 
preparation  of  the  1962  plan  foresee  a  further  “  particularly 
high  rate  of  increase  of  investment  in  agriculture  ”  as  well  as  a 
considerable  rise  in  output  of  tractors  and  other  agricultural 
machinery  {Planovoe  Khozyaistvo,  No.  7,  1961,  pp.  93-94). 

Further  possible  explanations  may  be  provided  by  the 
intensification  of  bank  control  over  investment  outlays  and  by 
the  tightening  of  discipline  in  reporting  on  plan  fulfilment.  By  a 
decree  of  the  Presidium  of  the  Supreme  Soviet  issued  in  May, 


Investment  in  the  Countries  of  Eastern  Europe 

Few  data  on  investment  in  Czechoslovakia  in  the 
first  half  of  1961  are  yet  available.  Total  outlays  rose 
approximately  as  foreseen  in  the  annual  plan,  though 
more  slowly  than  in  1960  (see  Table  6).  However, 
despite  this  apparently  satisfactory  achievement,  the 
Central  Committee  of  the  Communist  Party  has  called 
attention  to  the  serious  consequences  of  the  shortfall 
on  the  plan  for  centralized  state  investment,  which 
includes  most  of  the  very  large  projects  of  major 
importance  for  achievement  of  the  production  targets 
of  the  long-term  plan.  Shortfalls  in  this  sector  cannot 
be  regarded  as  offset  by  the  over-fulfilment  of  plans 
for  decentralized  state  investment. 

The  3^^  per  cent  shortfall  on  the  construction  plan 
for  the  first  eight  months  of  the  year  has  also  caused 


false  reporting  on  fulfilment  of  plans  became  punishable,  as  an 
anti-state  activity,  by  detention  for  a  maximum  of  three  years. 
If  this  has  affected  the  reporting  of  investment  plan  fulfilment, 
it  would  imply  that  the  slackening  of  the  rate  of  growth  of  out¬ 
lays  as  compared  with  the  past  may  have  been  less  pronounced 
than  the  data  in  Table  6  suggest. 


disappointment  in  Czechoslovakia.*^  The  Party  Central 
Committee  had  devoted  a  special  session  in  April  1961 
to  considering  means  of  correcting  shortcomings  in 
this  branch  of  the  economy.*®  It  was  resolved  that 
average  construction  time  must  be  reduced  by  12  per 
cent  during  the  year,  partly  by  concentrating  on  com¬ 
pleting  projects  already  under  way.  Two  work  shifts 
are  to  be  introduced  in  all  centrally  subordinated 
projects,  where  output  is  especially  unsatisfactory ; 
decentralized  projects  are  to  be  cut  back ;  skilled 
labour  and  materials  are  to  be  shifted  to  priority 
projects,  and  “  socialist  competition  ”  is  to  be 
broadened  to  encourage  workers  to  increase  output 
and  suppliers  to  get  materials  to  the  right  place  at  the 
right  time.  Finally,  the  resolution  called  for  a  compre¬ 
hensive  programme  of  mechanization  and  automation, 
combined  with  a  drive  to  raise  the  level  of  skill  of 
building  workers. 

In  eastern  Germany,  also,  the  state  of  the  building 
industry  is  reported  to  be  unsatisfactory.  Output  in 
the  first  half  of  this  year  was  hardly  higher  than  in 
the  same  months  of  1960  and  has  been  insufficient  to 
avoid  large  arrears  in  planned  construction.  Labour 
shortage  (reflected  in  a  6j/^  per  cent  fall  in  the  number 
of  building  workers  from  mid- 1960  to  mid- 1961),*® 
scarcity  and  delays  in  delivery  of  building  materials, 
and  management  deficiencies  are  blamed  for  this  situa¬ 
tion,  which  has  contributed  to  the  sharp  fall  in  invest¬ 
ment  outlays  shown  in  Table  6. 

In  Hungary,  a  slower  rise  of  production  of  cement 
and  bricks  has  somewhat  hampered  construction  out¬ 
put  this  year,  and  imports  of  machinery  were  below 
the  planned  levels.  Nevertheless,  the  fall  in  invest¬ 
ment  outlays,  though  considerable,  was  little  faster 
than  planned  for  the  year  and  the  proportion  of  the 
annual  plan  completed  in  the  first  half  of  the  year 
was  insignificantly  different  from  that  achieved  in  the 
same  months  of  1960  : 

Percentage  fulfilment 

of  the  annual  investment  plan  in  Hungary 


First  half 
7960  1^1 

Construction .  39.5  41.4 

Delivery  of  home  produced  machinery  ....  32.0  34.6 

Delivery  of  imported  machinery .  46.8  31.6 

Other .  28.8  31.7 

Total  .  .  .  37.6  36.4 


Source;  FigyeliS.  No.  37.  1961. 

**  Rudi  Prdvo,  9  October  1961. 

”  At  this  meeting  the  building  industry  was  chided  for  falling 
short  of  the  needs  of  the  development  of  the  national  economy: 
“  its  planned  targets  were  being  accomplished  either  very  slowly 
or  inadequately  ”.  According  to  a  later  article  in  Rude  Prdvo, 


In  the  construction  sector  there  appears  to  have 
been  a  rise  in  the  share  of  total  output  contributed  by 
state  enterprises  (shown  in  Table  4),  since  total  gross 
output,  including  that  of  co-operative  and  private 
enterprises,  was  5  per  cent  less  than  in  the  first  half  of 
1960  and  employment  14  per  cent  lower.  Within  the 
state  sector  civil  engineering  work  was  13  per  cent  less 
in  value  than  in  the  same  months  of  1961  and  other 
construction  7  per  cent  higher. 

The  available  data  on  investment  outlays  in  Poland 
cover  only  investment  in  the  socialized  sector,  exclud¬ 
ing  agriculture  and  housing ;  but  it  seems  probable 
that  complete  data  would  reveal  an  acceleration  of 
total  outlays  also  at  a  rate  higher  than  planned  (see 
Table  6).  The  16  per  cent  rise  in  building  output  over 
the  first-half  1960  level  has  contributed  to  this 
result,  and  was  facilitated  by  a  rapid  increase  in  pro¬ 
duction  of  materials  and  by  increased  supplies  of 
construction  equipment. 

Investment  outlays  in  the  socialist  sector  in  Ruma¬ 
nia  in  the  first  sbc  months  of  this  year  were  22  per 
cent  higher  than  in  the  same  months  of  1960  and 
thus  almost  exactly  in  line  with  the  plan  for  the  year. 
In  Bulgaria  the  rate  of  increase  of  centrally-planned 
outlays  was  above  that  of  the  annual  plan,  but  this 
was  not  surprising  in  view  of  the  deceleration  expected 
over  the  year  as  a  whole  (see  Table  6).  The  13  per 
cent  rise  of  Bulgarian  building  output  matched  the 
increase  in  investment  and  was  supported  by  a  17  per 
cent  growth  of  production  of  building  materials.  Some 
criticisms  of  unsatisfactory  supply  of  materials  to 
construction  sites  and  of  design  bottlenecks  have 
nevertheless  again  been  voiced,  though  the  situation 
in  this  respect  has  clearly  improved. 

In  Albania  the  23  per  cent  increase  in  state  in¬ 
vestment  outlays  over  the  first-half  1960  level,  shown 
in  Table  6,  represents  a  4  per  cent  over-fulfilment  of 
the  plan  for  the  first  half  of  1961.  Investment  in 
industry  is  reported  to  have  been  54^2  per  cent  above 
the  planned  rate  and  investment  in  construction 
enterprises  2  per  cent  above  plan,  which  suggests  that 
outlays  in  other  sectors  must  have  lagged  considera¬ 
bly.  This  rise  in  investment  was  supported  by  a  30  per 
cent  increase  in  building  and  construction  in  the  first 
half-year. 

7  June  1961,  production  in  this  branch  is  being  “  hampered  by 
bad  organization  of  work,  transgressions  of  discipline  and  a  low 
standard  of  direction  ”  and  “  the  largest  incidence  of  absenteeism 
occurs  in  the  building  industry.  The  upshot  of  all  this  is  that  at 
big  construction  sites,  where  the  machines  are  concentrated,  there 
prevails  a  very  low  level  of  productivity.  Up  to  25  per  cent  of 
the  working  time  at  construction  sites  is  lost  because  of  bad 
organization  of  work.” 

**  Statistische  Praxis,  No.  8,  1961. 
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3.  Agricultural  Output  in  Eastern  Europe  and  the  Soviet  Union 


Final  Results  for  1960  and  Plans  for  1961 

The  publication  of  the  final  estimates  of  farm 
output  in  1960  has  revealed,  for  most  countries,  a 
somewhat  less  favourable  picture  of  results  in  that 
year  than  could  be  derived  from  the  provisional  data 
available  when  the  Economic  Survey  of  Europe  in 
1960  went  to  press.^^  Gross  output  in  the  Soviet 
Union  remained  practically  constant  for  the  second 
successive  year :  crop  production  —  though  3  per 
cent  higher  than  in  1959  —  did  not  quite  recover  its 
1958  level  and  output  of  livestock  products  seems  to 
have  been  depressed  both  by  the  reduced  carry-over 
of  fodder  from  the  1959  harvest  and  by  bad  weather 
and  poor  grazings  in  1960.  Among  the  eastern  Euro¬ 
pean  countries,  only  Czechoslovakia,  Poland  and 
eastern  Germany  succeeded  in  significantly  raising 
plant  production,  and  only  Rumania  appears  as  a 
clear  exception  to  the  record  of  poor  results  in  the 
livestock  branch  (see  Table  7).*®  The  rapid  collecti¬ 
vization  drives  of  1959/60  in  Czechoslovakia,  eastern 
Germany,  Hungary  and  Rumania  gave  rise  to  organi¬ 
zational  and  other  difficulties  tending  temporarily  to 
depress  output  in  at  least  some  of  those  countries ; 
and  everywhere  bad  weather  adversely  affected  either 
sowing  or  harvesting  conditions.  Given  the  fairly 
rapidly  rising  inputs  into  the  farm  sector  in  most 
countries,  it  seems  probable  that  net  output  rose  less, 
or  fell  more,  than  gross  output  in  the  rather  unfavour¬ 
able  conditions  of  1960  and  this  was  certainly  so 
in  Hungary. 

Percentage  increase 
in  agricultural  output  in  Hungary 

1958  1959  I960 


Gross .  5.5  6.0  —5.6 

Net .  3.3  4.0  -10.0 


Source  :  Hungarian  Pocket  Yearbook,  1961. 

The  1961  plan  targets  so  far  published  are  shown 
in  Table  7.  They  were,  in  general,  drawn  up  before 
the  full  results  for  1960  were  known ;  and  those  for 
Rumania  and  Bulgaria  in  particular  appear  extremely 
optimistic  if  regarded  as  desired  increases  over  a  more 
“  normal  ”  year’s  output  than  that  of  1960  proved  in 

"  Sae  Chapter  IV,  pp.  48-49  and  52-53. 

”  For  data  on  output  of  the  principal  agricultural  products  in 
Bulgaria  and  on  yields  in  eastern  Germany  see  the  Survey  for 
1960,  Chapter  IV,  Tables  33  and  34. 

•*  Despite  the  possibility  that  a  bad  harvest  may  mean  smaller 
inputs  of  fodder  to  the  livestock  branch,  which  —  whether 
home-produced  or  imported  —  is  not  deducted  from  gross 
output  of  that  branch  when  calculating  gross  output  of  the  whole 
farm  sector. 


Table  7 

Gross  agricultural  output  in  six  eastern  European 
countries  and  the  Soviet  Union,  1958  to  1961  Plan 


Percentage  increase  from  previous  year 


1958 

1959 

I960 

1961 

Plan 

Albania 

Total . 

-9 

25 

-7 

Bulgaria 

Total . 

-0.6 

18.1 

1-3  * 

10-15 

Czechoslovakia 

Total . 

2.6 

-1.1 

5.2 

7.1 

Plant  production  .  .  . 

4.6 

-4.8 

9.3 

Livestock  production  . 

0.3 

3.4 

1.1 

Hungary 

Total . 

5.5 

4.8 

-5.6 

7.9 

Plant  production  .  .  . 

-1.8 

7.9 

-7.5 

10.6 

Livestock  production  . 

6.9 

0.3 

-3.8 

4.5 

Poland 

Total . 

3.0 

-1.0 

5.4 

4.3 

Plant  production  .  .  . 

2.0 

-1.4 

8.8 

2.7 

Livestock  production  . 

4.3 

-0.3 

0.7 

6.7 

Rumania 

Total . 

-14.8 

21.0 

1.1 

19.0 

Plant  production  .  .  . 

-21.5 

29.0 

-2.6 

Livestock  production  . 

1.7 

7.0 

9.4 

Soviet  Union 

Total . 

10.7 

— 

1.3 

Plant  production  .  .  . 

14.6 

-4.4 

3.0 

Livestock  production  . 

4.6 

6.7 

-1.0 

Sources :  National  statistics  including,  for  Hungary,  Mezdgazdasdgi 
statisztikai  zsebkdnyv,  1960,  p.  13;  Economic  Survey  of  Europe  in  I960.  Chapter 
rv.  Table  32;  and  Rudd  Provo,  14  October  1961. 

fact  to  be.®°  The  plans  for  raising  inputs  into  agri¬ 
culture  linked  with  these,  and  the  longer-term,  output 
targets  were  reviewed  in  the  last  Survey.®^ 

Inputs  in  1961 

In  all  countries  for  which  data  are  available  ferti¬ 
lizer  supplies  rose  in  the  first  half  of  1961  —  by  5-7  per 
cent  above  the  level  of  the  same  months  of  1960  in 
Poland,”  the  Soviet  Union  and  Czechoslovakia,  and 

Albanian  targets  for  1961,  announced  at  the  end  of  1960, 
similarly  appear  am‘  fious: 

Percentage  increases  in  output  over  1960 


Bread  grains  ...  64  Sugar-beet  ....  43 

Cotton  . 19  Vegetables  ....  73 

Tobacco . 61 


Source:  Ziri  i  Popullit,  29  December  1960. 

Survey  for  1960,  Chapter  FV,  section  5. 

®*  In  Poland,  the  state  farms  still  receive  preferential  supplies. 
In  the  first  four  months  of  the  year,  fertilizer  supplies  to  state 
farms  were  29  per  cent  higher  than  in  the  same  months  of  1960: 
to  private  farms  they  were  4  per  cent  less  (Gospodarka  Planowa, 
No.  7,  p.  5). 
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by  as  much  as  21  per  cent  in  Hungary,  where  the 
plan  provides  for  a  30  per  cent  increase  over  the 
whole  year.  Rumanian  fertilizer  production  in  the 
twelve  months  ending  in  mid- 1961  (providing  supplies 
for  the  current  harvest)  was  over  50  per  cent  higher, 
in  terms  of  pure  content,  than  in  the  same  period  of 
1959/60,  and  reflected  the  commissioning  of  new 
capacity  in  July  1960. 

The  Hungarian  plan  for  1961  had  also  envisaged  a 
shift  in  the  balance  of  inputs  from  investment  towards 
current  inputs  such  as  fertilizer,  insecticides,  special 
seeds,  etc. ;  and  state  and  co-operative  investment  in 
agriculture  was  planned  to  fall  by  one-third,  after 
rising  in  the  same  proportion  from  1959  to  1960. 
Actual  investment  outlays  in  the  first  half  of  the  year 
fell  as  planned,  and  the  number  of  tractors  supplied 
was  only  one-third  of  that  in  the  first  half  of  1960. 
However,  the  mid-year  stock  of  tractors  was  12  per 
cent  greater  than  in  mid- 1960,  and  the  stocks  of 
combine-harvesters  and  reaper-binders  25  per  cent 
and  50  per  cent  larger  respectively. 

In  Czechoslovakia  farm  mechanization  and  in¬ 
creased  labour  productivity  are  major  objectives  of 
the  1961  and  long-term  investment  plans.  Delivery  of 
7,(X)0  new  tractors  in  the  first  half  of  this  year  repre¬ 
sented  an  1 1  per  cent  increase  on  the  rate  in  the  same 
months  of  1960,  and  probably  raised  the  total 
tractor  park  by  a  similar  percentage ;  and  deliveries 
of  various  other  types  of  machinery  showed  increases 
from  about  20  per  cent  to  more  than  300  per  cent, 
compared  with  the  same  months  of  1960.  The  delivery 
of  7,000  tractors  in  Rumania  during  January- June 
represents  a  rather  greater  proportionate  addition  to 
the  tractor  stock  in  that  country  than  in  Czechoslo¬ 
vakia  and  an  increase  of  over  20  per  cent  on  the  1960 
rate  of  deliveries. 

In  Czechoslovakia,  Hungary  and  Rumania  special 
efforts  have  been  made  during  the  last  two  years  to 
increase  machinery  supplies  and  other  inputs  into 
agriculture  in  order  to  establish  the  new  co-operative 
farms  on  an  efficient  basis,  as  well  as  to  raise 
standards  more  generally.  In  Poland  there  has  not 
been  the  same  special  stimulus ;  but  the  increasing 
activity  of  the  agriculjwal  circles  (see  below)  is 
reflected  in  a  74  per  cent  rise  in  the  value  of 
machinery  delivered  to  agriculture  in  the  first  half  of 
1961  compared  with  the  same  months  of  1960,  a 
tractor  park  7  per  cent  greater  at  mid- 1961  than  at 
the  end  of  1960,  and  deliveries  of  other  types  of 
machinery  during  these  months  which  were  35  to 
200  per  cent  above  the  corresponding  1960  levels. 
These  data  suggest  that  total  investment  in  Polish 
agriculture  may  well  be  running  above  the  level 
(15  per  cent  above  that  of  1960)  foreseen  in  the 
annual  plan. 


In  the  other  countries  of  the  area  there  is  similar 
evidence  of  increasing  farm  mechanization.  The 
Albanian  tractor  stock  rose  by  8  per  cent  in  the  first 
six  months  of  1961  (bringing  the  total  number  to 
4,870)  and  the  work  performed  by  the  machine  tractor 
stations  (MTS)  was  24  per  cent  greater  in  that  country 
and  8  per  cent  greater  in  Bulgaria  than  in  the  same 
months  of  I960.®*  In  the  Soviet  Union  delivery  of 
87,000  tractors  (154,0(X)  in  15  h.p.  units)  in  the  first 
six  months  of  the  year  represented  8  per  cent  of  the 
mid- 1960  tractor  park ;  and  state  investment  outlays 
were  19  per  cent  higher  in  the  first  half  of  1961  than 
in  the  same  months  of  1960  —  instead  of  the  12^  per 
cent  increase  ori^nally  planned  (see  also  section  2 
above). 

Farm  prices  have  changed  little  this  year  (apart 
from  small  increases  in  Czechoslovakia),  being  con¬ 
sidered  by  most  governments  now  to  offer  reasonable 
income  levels  and  incentives.  However,  various  other 
measures  —  estimated  as  the  equivalent  of  a  7  per 
cent  rise  in  the  annual  gross  money  income  of  the 
collective  farms  —  came  into  effect  in  the  Soviet 
Union  on  1  February  ;*^  and  the  system  of  labour 
remuneration  in  state  farms  has  been  changed  some¬ 
what  in  the  direction  of  payment  by  results.  In  Bul¬ 
garia  tobacco  prices  have  been  raised  and  special 
premia  offered  by  the  Ministry  of  Foreign  Trade  for 
exportable  qualities. 

In  two  countries  —  Czechoslovakia  and  eastern 
Germany  —  labour  shortage  has  again  hampered 
farming  operations  this  year  during  both  seed-time 
and  harvest,  though  partial  relief  has  been  provided 
by  volunteer  labour  at  weekends  and  by  employment 
of  soldiers  and  students  **  and  a  decree  of  the  eastern 
German  Ministry  of  Agriculture  provided  for  work 
in  co-operative  farms  to  be  organized  in  two  10-hour 
shifts  a  day  in  order  to  speed  up  operations  during 
the  summer.  Inadequate  supplies  of  spare  parts,  with 
consequent  under-utilization  of  machinery,  and  orga¬ 
nizational  difficulties  in  the  new  co-operative  farms 
have  been  reported  as  hampering  production  in  a 
number  of  countries ;  and  in  Bulgaria  increasing 
supplies  of  artificial  fertilizers  are  said  to  have  been 
used  in  some  regions  with  so  little  skill  that  the  net 
effect  was  to  damage  the  crop.*®  On  the  other  hand, 
improving  techniques  are  reflected  in  increased  use  of 


“  The  1961  plan  provided  for  a  43  per  cent  increase  in  delive¬ 
ries  of  tractors  in  eastern  Germany  but,  judging  from  official 
complaints  of  delays,  the  plan  target  seems  not  to  have  been 
reached  in  time  for  this  year’s  harvest. 

For  details  see  the  Survey  for  1960,  Chapter  IV,  pp.  51-52. 

In  Czechoslovakia  the  number  of  workers  in  agriculture 
(excluding  MTS  employees)  fell  by  98,000  in  the  12  months 
ending  1  February  1961  despite  the  fact  that  about  27,000  MTS 
workers  moved,  with  their  machinery,  to  the  co-operative  farms. 

**  Zemedelsko  zname,  31  August  1961. 


/ 
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special  seeds,  with  good  effect  on  average  grain 
yields.®^ 

Harvest  Prospects 

Weather  conditions  this  year  have  been  generally 
very  good  for  all  crops  in  Poland  and  the  Soviet  Union 
(except  at  times  in  northern  Poland  and  in  the  virgin 
land  areas  of  the  Soviet  Union),  but  considerably  less 
favourable  elsewhere.  The  following  estimates  of  grain 
yields  reflect  the  excellent  conditions  for  that  crop  in 
Poland,  good  conditions  in  Hungary  and  drought  in 
Bulgaria : 

Yields  in  quintals  per  hectare 


1959 

I960 

1961 

Provisional 

Poland  (4  grains) . 

.  .  .  15.7 

16.1 

18.1 

Hungary  (bread  gram)  .  .  .  . 

.  .  .  17.1 

16.8 

17.5  * 

Bulgaria  (wheat) . 

.  .  .  17.3 

18.9 

16.0 

Sources:  National  Statistics;  Trybuna  Ludu,  28  October  1961 ;  Nepszabad- 
sdg,  16  July  1961,  and  Zemedelsko  zname,  31  August  1961 ;  Rabotnichesko  delo, 
17  December  19M. 

In  Poland  a  record  grain  harvest  is  expected.  In 
the  Soviet  Union  an  addition  of  3.2  million  hectares 
(5  per  cent)  to  the  wheat  area,  combined  with  higher 
yields  in  the  European  part  of  the  country,  will 
probably  produce  a  wheat  crop  slightly  above  that  of 
1960 ;  and  procurements  of  all  cereals  in  1961  are 
expected  to  be  7  million  tons  above  the  1960  level 
of  46.7  million.  The  area  under  bread  grains  in 
Czechoslovakia  was  2  per  cent  greater  than  in  1960 
and  yields  are  expected  to  be  higher  there  also ;  and 
in  Hungary  the  rise  in  yields  shown  above  is  expected 
to  more  than  offset  a  reduction  in  the  area  sown  to 
wheat,  so  that  the  crop  is  estimated  at  2.3  million 
tons  —  better  than  last  year  but  still  below  the  record 
2.45  million  tons  of  1957.  The  grain  area  has  also 
been  reduced  in  Rumania,  from  7.07  million  hectares 
to  7.03  million,  but  that  under  wheat  has  increased  at 
the  expense  of  maize.  Preliminary  estimates  of  wheat 
yields  in  state  farms  suggest  that  the  crop  may  be 
somewhat  greater  than  last  year ;  but  the  greater 
increase  in  maize  yields  may  well  be  offset  by  the 
reduction  in  area,  and  the  total  grain  harvest  may  be 
little  different  from  that  of  1960  —  just  under  10 
million  tons.®®  In  Albania  the  area  sown  to  wheat  was 
increased  by  more  than  37,000  hectares,  or  43  per  cent 


Experiments  with  Italian  strains  of  wheat  in  Bulgaria,  and 
with  Italian  and  Swedish  strains  in  Poland,  have  been  expanded; 
and  these  strains  are  stated  to  have  produced  10-20  quintals  per 
hectare  more  than  the  old  varieties  in  the  latter  country.  In 
Hungary  16  per  cent  of  the  wheat  area  was  sown  with  high- 
yielding  foreign  seeds. 

u  Yields  in  state  farms  in  Rumania 

1959  1960 


Wheat . 17.1  17.8  18 

Maize . 17.6  18.8  25 


Source :  Direct  communication  from  the 
Rumanian  Government. 


and,  although  the  dry  weather  has  probably  reduced 
yields,  total  grain  output  may  exceed  last  year’s  low 
level.  The  two  countries  where  worse  bread  grain 
harvests  than  in  1960  can  certainly  be  foreseen  are 
Bulgaria  and  eastern  Germany  —  in  the  latter  country 
partly  as  a  consequence  of  harvest  losses  under  heavy 
rain  and  floods. 

For  other  crops  the  prospects  are  generally  good  in 
Poland  and  the  Soviet  Union.  But  elsewhere  (except 
in  eastern  Germany  and  Rumania)  the  dry  summer  is 
reported  to  have  reduced  yields  of  maize  and  tech¬ 
nical  crops,  though  yields  of  cotton  in  Albania  are 
reported  to  be  good  ;  and  in  eastern  Germany  the  bad 
harvest  weather  has  had  a  generally  depressing  effect. 
In  Bulgaria,  however,  irrigation  permitted  good  crops 
of  strawberries  and  vegetables ;  and  state  procure¬ 
ments  during  January- June  (largely  for  export  either 
fresh  or  preserved)  were  over  50  per  cent  above  the 
corresponding  1960  rate,  and  for  tomatoes  alone 
were  two  and  a  half  times  as  high. 

Animal  Production 

The  data  so  far  available  suggest  fairly  good  pro¬ 
gress  this  year  in  the  livestock  sector  in  Poland,  a 
setback  in  Hungary,  virtual  stagnation  in  Czechoslo¬ 
vakia  and  eastern  Germany  and  only  moderate  pro¬ 
gress  in  Bulgaria  and  the  Soviet  Union  (see  Tables 
8  and  9).  Data  for  the  Soviet  Union  are  sparse.  The 
reduction  in  retail  sales  of  meat  in  the  first  half  of 
1961  to  7  per  cent  below  their  corresponding  1960 
volume  suggests  that  Soviet  meat  output  also  fell. 
Certainly  procurements  were  reduced  by  400,000  tons 
below  the  January- June  1960  level  and  they  were 
500, (XK)  tons  less  than  planned,  the  reason  being  given 
as  a  reduction  in  average  weights.®®  On  the  other  hand, 
some  progress  has  been  made  in  building  up  state  and 
collective  farm  herds,  which  showed  percentage  in¬ 
creases  in  the  year  ending  1  July  1961  for  all  cattle, 
cows,  pigs  and  sheep  of  5,  10,  9  and  4  respectively. 
According  to  the  plan  fulfilment  report  “  the  number 
of  personally-owned  livestock  remained  at  the  same 
level  as  last  year  ”  and,  if  their  composition  did  not 
change,  the  above  figures  would  reflect  increases  in 
the  total  numbers  of  some  3,  5,  6  and  3  per  cent. 

A  35  per  cent  reduction  in  procurements  of  slaughter 
cattle  in  Bulgaria  last  year  caused  shortages  of  meat 
in  the  shops,  but  succeeded  in  checking  —  at  least 
temporarily  —  the  steady  decline  in  cattle  numbers 
registered  since  1948.  During  1960  the  cattle  popula¬ 
tion  rose  by  13  per  cent  (cows  alone  by  7^^  per  cent) 
and  pig  numbers  rose  in  the  same  proportion.  An  in¬ 
crease  in  meat  procurements  appears  to  have  followed 

®*  The  average  weight  of  pigs  fell  from  77  to  74  kilogrammes, 
that  of  cattle  delivered  from  collective  farms  from  296  to  247 
kilogrammes  and  that  of  cattle  from  state  farms  from  291  to 
285  kilogrammes  {Myasnaya  industria  SSSR,  No.  4,  1961,  p.  2). 
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Table  8 


Livestock  numbers  (at  spring  countings)  in  six  eastern 
European  countries,  1959  to  1961 


Thousands 
in  1961 

Percentage  increase 

1960  to 
1961 

1959  to 
1961 

Bulgaria" 

Cattle . 

1  452 

13.1 

7.1 

of  which  :  Cows . 

547 

7.4 

2.4 

Pigs . 

2  553 

12.7 

24.4 

of  which  :  Sows . 

Sheep . 

9  333 

6.4 

8.’3 

Czechoslovakia 

Cattle . 

4  489  6 

2.4" 

4.5" 

of  which  :  Cows . 

2  020 

-1.4 

-2.1 

Pigs . 

5  918* 

1.8" 

10.5" 

of  which  :  Sows . 

611 

-3.6 

6.8 

Sheep . 

896 

-13.6 

-20.2 

Eastern  Germany 

Cattle . 

4  703 

4.8 

11.7 

of  which  :  Cows . 

2  163 

0.1 

1.8 

Pigs . 

8  241 

9.3 

18.4 

of  which  :  Sows . 

Sheep . 

2  015“ 

-4.7 

-4.5 

Hungary 

Cattle . 

1  957 

-0.7 

-2.3 

of  which  :  Cows . 

920 

-3.1 

-4.4 

Pigs . 

5  921 

10.5 

-4.9 

of  which  :  Sows . 

565 

38.1 

8.2 

Sheep . 

2  643 

11.0 

22.6 

Poland 

Cattle . 

9150" 

5.5" 

9.5 

of  which  :  Cows . 

Pigs . 

13  550" 

8.0" 

20.0 

of  which  :  Sows . 

Sheep . 

Rumania  " 

Cattle . 

4  530 

1.8 

3.1 

of  which  :  Cows . 

2  240 

3.9 

4.8 

Pigs . 

4  300 

— 

7.3 

of  which  :  Sows . 

545 

4.0 

9.9 

Sheep  . 

11  500 

2.7 

7.9 

Sources  :  National  statistics  and  plan  fulfilment  reports. 
°  Beginning  of  year. 

**  End  of  June. 


in  the  first  half  of  1961,  when  they  are  reported  to 
have  been  5  per  cent  greater  than  planned  ;  and  Bul¬ 
garia  is  one  of  the  only  two  countries  to  have  recorded 
a  significant  rise  in  milk  procurements  —  by  10  per 
cent  above  the  corresponding  1960  level.  The  other 
is  Albania,  where  procurements  from  1  January  to 
28  September  were  23  per  cent  greater  than  in  the 
same  months  of  1960.^® 

In  Czechoslovakia  meat  output  has  so  far  been 
below,  and  milk  production  only  just  equal  to,  that 
of  the  corresponding  months  of  1960  (see  Table  9); 

Zeri  i  popullit,  28  September  1961. 

**  However,  in  the  first  half-year  milk  procurements  alone  were 
higher  than  in  the  corresponding  period  of  1960,  partly  reflecting 
the  increased  share  of  state  farms  in  the  total  output. 


and  under-fulfilment  of  the  half-yearly  procurement 
plan  necessitated  an  unplanned  increase  in  meat  im¬ 
ports,  which  in  the  first  quarter  were  14  per  cent 
higher  than  in  the  same  months  of  1960.  One  factor 
contributing  to  the  fall  in  output  of  livestock  products 
was  the  reduced  slaughtering  of  young  animals  in  the 
interest  of  building  up  the  stock,  and  both  cattle  and 
pig  numbers  rose  slightly  during  the  12  months  ending 
mid -1961  (see  Table  8).  However,  the  number  of  cows 
again  fell  slightly,  though  milk  production  was  just 
maintained  at  the  previous  year’s  level.  Shortage  of 
labour  for  dairying  tends  to  hamper  the  expansion  of 
this  branch  of  farming,  in  the  absence  of  full-scale 
mechanization,  in  both  Czechoslovakia  and  eastern 
Germany.  East  German  milk  production  was  3  per 
cent  less  in  the  first  half-year  than  in  the  same  months 
of  1960,  as  cow  numbers  hardly  increased  and  fodder 
deficiency  in  the  winter  months  reduced  yields ;  but 
meat  production  was  2  per  cent  higher  despite  a  fall 
in  output  of  pig-meat.  Total  cattle  and  pig  numbers 
had  risen  significantly  at  this  year’s  spring  count. 
Sheep  flocks  continued  to  be  reduced  in  both  eastern 
Germany  and  Czechoslovakia,  partly  reflecting  a  deli¬ 
berate  discouragement  of  this  branch  of  output  in 
favour  of  those  branches  for  which  conditions  are 
more  suitable. 

In  Hungary,  precipitate  collectivization  and  dif¬ 
ficulties  in  supplying  the  necessary  buildings  and 
fodder  for  the  new  collective  herds  appear  to  have 
been  a  factor  in  the  fall  in  cattle  and  pig  numbers 
during  the  last  two  years  (see  Table  8).  However,  pig 
numbers  were  10  per  cent  higher  at  the  spring  count 
than  in  1960  even  though  still  5  per  cent  less  than 
in  1959 ;  and  the  rate  of  procurement  of  pigs  and  of 
young  cattle  for  slaughter  has  been  deliberately 
reduced  in  an  attempt  to  encourage  a  rebuilding  of 
stocks.  As  can  be  seen  from  the  figures  in  Table  9, 
meat  procurements  in  the  first  half  of  this  year  were 
noticeably  below  the  1960  levels,  a  fall  to  which  lower 
average  slaughter  weights  for  cattle  (reflecting  last 
year’s  reduced  fodder  production)  has  contributed. 
Milk  procurements  remained  unchanged  at  the  first- 
half  1960  rate,  despite  a  further  fall  in  the  number 
of  cows,  mainly  as  a  result  of  rising  deliveries  from 
state  and  co-operative  herds.  Poultry  farming  is  the 
one  branch  from  which  procurements  have  risen 
significantly  this  year,  with  increases  of  16  per  cent 
for  eggs  and  25  per  cent  for  poultry. 

In  Poland  cattle  numbers  have  risen  faster  in  the 
last  two  years  than  in  any  other  eastern  European 
country  except  eastern  Germany,  and  pig  numbers 
faster  than  in  any  country  but  Bulgaria  (see  Table  8). 
Fodder  supplies  —  home-produced  and  imported  — 


**  The  Czechoslovak  plan  fulfilment  report  also  blames  bad 
organization  by  the  local  authorities  and  purchasing  organiza¬ 
tions  for  the  poor  results  this  year. 


t 
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Table  9 

State  procurements  of  animal  products  in  five  eastern  European  countries,  1960  and  first  half  of  1961 


Unit 

I960 

First  half  1961 

Quantity 

Index  number, 
first  half 

I960  =■  100 

Quantity 

Index  number 
1959  =  too 

Bulgaria 

Cattle . 

Thousand  tons 

63.5 

65 

18.4® 

131  “ 

Sheep  and  goats . 

44.8 

114 

10.8“ 

153“ 

Pigs . 

141.1 

119 

18.5“ 

112“ 

Milk . 

Million  litres 

656.5 

117 

407.2*' 

110 

Eggs . 

Million 

776.1 

163 

494.2  6 

119 

Czechoslovakia 

Cattle . 

Thousand  tons 

346.7 

108 

136.9  <» 

100  <* 

Calves . 

30.4 

102 

11.1 

83“* 

Pigs . 

552.4 

100 

131.2'** 

96'“ 

Milk . 

Million  litres 

3  714.7 

102 

1  400.0  <* 

100  <* 

Eggs . 

Million 

2  267.0 

106 

1  290.4  ^ 

j 

106“ 

Eastern  Germany  ® 

Animals  for  slaughter  (excluding  poultry)  . 

Thousand  tons 

1  289.5 

107 

590.1 

102 

of  which  :  Pigs . 

842.6 

105 

384.5 

94 

Milk  (3.5  per  cent  fat  content) . 

5  730.1 

98 

2  791.8 

97 

Hungary 

Cattle . 

252.9 

111 

128.1 

94 

Calves . 

5.7 

75 

2.5 

80 

Pigs . 

235.8 

92 

102.6 

82 

Poultry . 

27.9 

94 

6.1 

125 

Milk . 

Million  litres 

738.8 

104 

375.1 

100 

Eggs . 

Million 

414.8 

88 

'i'ilA 

116 

Poland 

Cattle . 

Thousand  tons  “ 

418.6 

103 

183.3 

111 

Calves  . . 

98.7 

102 

52.0 

86 

Pigs . 

914.0 

99 

624.1 

128 

Milk . 

Million  litres 

3  729.2 

101 

1  868.4 

101 

Eggs . 

Million 

2  528.3 

115 

2  164.8 

123 

Sources  :  National  statistics  and  plan  fulfllment  reports. 

Note.  —  All  figures  for  cattle,  calves,  pigs,  sheep  and  goats  refer  to  animals  for  slaughter  at  live  weight. 

First  quarter.  ^  Derived  from  1960  quantities  and  1961  index  numbers.  ^  Total  production.  First  five  months.  *  Sales  off  farms. 


have  been  sufficient  to  permit  some  increase  in  meat 
production  in  1960  and  a  considerable  rise  over  the 
1960  level  in  the  first  half  of  1961,  reflected  in  an 
increase  of  over  20  per  cent  in  state  procurements 
which  has  permitted  lx)th  an  improvement  of  supplies 
to  the  home  market  and  higher  exports. 

Data  on  developments  in  the  livestock  sector  are 
not  yet  available  for  Rumania. 

Institutional  Developments 

With  collectivization  now  virtually  completed, 
except  in  Poland,  state  and  co-operative  farms  (in¬ 
cluding  the  private  plots  of  farm  members)  own 
97  per  cent  of  the  arable  area  in  Bulgaria,  95  per 
cent  in  Hungary,  about  90  per  cent  in  Albania, 
Czechoslovakia  and  eastern  Germany  and  over  85  per 


cent  in  Rumania.  Difficulties  in  effectively  organizing 
the  new-co-operatives  have  not  yet  all  been  overcome 
(to  judge  from  reports  in  the  Czechoslovak,  eastern 
German  and  Hungarian  press) ;  and  further  institu¬ 
tional  changes  —  in  the  form  of  changes  in  methods 
of  labour  remuneration,  changes  from  the  looser  to 
advanced  types  of  co-operatives,  farm  amalgamations, 
etc.  —  appear  to  be  in  prospect  in  some  countries. 

The  Fifth  Congress  of  Co-operative  Farms  held  in 
Czechoslovakia  in  March  1961  produced  a  new  “  mo¬ 
del  statute  ”  to  guide  the  future  development  of  the 
co-operatives.  It  gives  farms  the  right  to  institute  new 
systems  of  remuneration  based  on  guaranteed  money 
wages  supplemented  by  premia,  and  to  restrict  or 
abolish  private  plots  and  private  ownership  of  live¬ 
stock  by  farm  members.  Members  of  co-operatives 
which  make  such  changes  may  acquire  rights  to 
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benefit  under  the  new  serial  insurance  scheme  which 
will  come  into  effect  in  1962.^®  Amalgamation  of  farms 
is  to  be  encouraged  (2,819  farms  were  in  fact  merged 
into  larger  units  during  the  first  half  of  1961)  together 
with  the  concentration  of  villages  into  larger  settle¬ 
ments  which  possess  more  of  “the  amenities  of 
modem  life”,  and  the  importance  has  been  stressed 
of  avoiding  costly  constmetion  on  sites  which  will  not 
be  appropriate  for  the  larger  farms  of  the  future. 

Despite  these  and  other  indications  of  further  insti¬ 
tutional  changes  to  come,^^  it  seems  unlikely  that  they 

*’  The  President  of  the  Republic  has  stated  that  “  In  principle 
rights  to  all  social  benefits  accorded  to  employees  should  be 
acquired  by  members  of  those  co-operative  farms  which  reach  a 
fix^  level  of  agricultural  production,  which  introduce  perma¬ 
nent  and  stimulating  systems  of  fixed  cash  remuneration,  while 
providing  adequate  allocations  to  all  collective  funds,  and  which 
exist  without  private  plots  or  allow,  by  the  will  of  the  members, 
individual  ownership  of  minor  domestic  animals  only.” 

**  In  Rumania  the  establishment  of  co-operative  farms  of  an 
average  size  of  2,000  hectares  (compared  with  the  present 
average  of  about  300  hectares  for  the  looser  types  of  co-opera¬ 
tives  and  800  hectares  for  collective  farms)  has  been  stated  as  one 
objective  of  the  1960-1965  Plan  and  in  eastern  Germany  the 


will  be  quite  so  disturbing  a  factor  in  1962  as  they 
have  been  in  Czechoslovakia,  eastern  Germany, 
Hungary  and  Rumania  during  the  last  year  or  two. 

In  Poland  main  reliance  is  placed  on  the  agricul¬ 
tural  circles  as  the  instruments  for  encouraging  co¬ 
operation,  higher  rates  of  investment  and  the  spread 
of  improved  techniques.  There  are  now  25,000  circles 
in  operation  (about  2,000  more  than  at  niid-1960)  in 
60  per  cent  of  Polish  villages.  Investment  in  which 
the  circles  participated  amounted  to  1.1  billion  zlotys 
or  10  per  cent  of  all  investment  in  agriculture  last 
year  and  their  financial  resources  are  sufficient  to 
permit  much  larger  investment  in  1961.  Their  range 
of  activities  appears  to  be  still  widening  —  some 
circles,  for  example,  now  operate  model  farms  as 
a  means  of  spreading  knowledge  of  the  latest  tech¬ 
niques,  particularly  in  livestock  farming.  About  one 
farmer  in  four  is  now  a  member  of  an  agricultural 
circle. 


average  size  of  farm  is  well  below  what  is  officially  considered  the 
optimum  area  (see  the  Survey  for  1960,  Chapter  IV,  p.  6). 


4.  Consumers’  Incomes  and  Supplies  in  Eastern  Europe  and  the  Soviet  Union 


Incomes 

Per  capita  money  wages  and  other  incomes  in  the 
first  half  of  this  year  appear  to  have  been  above  the 
corresponding  1960  levels  in  most  countries  of  the 
area,  the  increases  in  non-farm  incomes  being  of  the 
order  of  3-5  per  cent  in  Czechoslovakia,  Poland  and 
the  Soviet  Union,  considerably  greater  in  Bulgaria,  but 
only  around  1  per  cent  in  Hungary.  Supplies  of 
consumers’  goods  and  services  were  generally  ade¬ 
quate  in  total  and  improved  in  quality  and  range  of 
choice,  though  some  specific  shortages  were  reported 
—  notably  of  meat  in  Czechoslovakia,  eastern  Ger¬ 
many,  Hungary,  Rumania  and  (to  judge  from  retail 
trade  statistics)  the  Soviet  Union.^*  The  general 
price  level  in  the  consumers’  market  everywhere 
remained  virtually  stable  or  fell,  though  some  changes 
in  relative  prices  were  required  to  hold  the  balance 
between  supplies  of  and  demand  for  particular 
goods.**  Savings  deposits  rose  in  all  countries  for 
which  data  are  available. 

The  comprehensive  wage  reform  now  in  progress 
in  the  Soviet  Union  was  carried,  in  the  first  half  of 


**  The  Berlin  crisis  and  accompanying  heightening  of  inter¬ 
national  political  tensions  appear  to  have  caused  some  pre¬ 
cautionary  buying  of  food  and  other  goods  in  a  number  of 
countries  about  the  beginning  of  September;  but  stocks  seem 
generally  to  have  been  sufficient  to  meet  the  additional  demand, 
and  the  normal  state  of  the  markets  was  soon  restored. 

*'  Such  changes  have,  in  general,  tended  to  lower  the  prices 
of  some  durable  goods  and  textiles  relatively  to  those  of  other 
products. 


1961,  into  the  state  farms  and  other  state  agricultural 
enterprises,  the  transport  and  communications  branch 
and  the  industrial  enterprises  of  consumer  co-opera¬ 
tives,  while  average  wages  of  workers  and  employees 
in  the  whole  economy  rose  4  per  cent  above  the  first 
half  1960  level  and  those  of  industrial  and  construc¬ 
tion  workers  alone  by  5  per  cent.  Expenditure  on 
health,  education,  social  insurance  and  other  social 
welfare  purposes —  13  billion  roubles  —  was  1  billion 
roubles  greater  than  in  the  first  half  of  1960. 

The  average  monthly  wage  and  salary  income  (in¬ 
cluding  premia)  in  Czechoslovakia,  where  wage 
reform  continued  in  the  first  half  of  this  year,  was 
3.2  per  cent  higher  than  in  the  same  months  of  1960, 
and  a  larger  volume  of  employment  also  contributed 
to  the  6.2  per  cent  increase  of  the  national  wage  bill 
outside  agriculture. 

In  Hungary  the  Minister  of  Finance  stated,  in  the 
course  of  a  debate  on  the  Budget,  that  “  the  Budget, 
based  on  the  national  economic  plan  for  1961,  pro¬ 
vides  for  a  stabilization  of  the  living  standards  of 
manual  and  office  workers  in  the  sense  of  providing 
for  a  smaller  increase  of  average  wages  than  last  year, 
whereas  the  rise  in  social  and  cultural  expenditure 
will  indirectly  improve  the  living  conditions  of  the 
working  population.”  In  accordance  with  this 
policy,  the  average  earnings  of  industrial  and  office 
workers  were  only  1  per  cent  higher  in  the  first  half  of 


Nipszabadsdg,  23  February  1961. 


1961  than  in  the  same  months  of  the  previous  year 
(following  a  2  per  cent  rise  from  1959  to  1960),^®  and 
the  4  per  cent  rise  in  the  national  wage  bill  was  due 
mainly  to  increased  employment.  Peasant  incomes 
probably  fell  below  the  level  of  the  first  half  of  1960  as 
sales  of  animal  products  off  the  farms  appear  to  have 
fallen.^®  “  However,  the  14  per  cent  increase  reported 
in  pension  payments  must  have  benefited  not  only  the 
urban  population  but  also  the  farmers,  who  acquired 
pension  rights  on  entry  into  co-operative  farms. 

In  contrast  with  developments  in  Hungary,  more 
than  a  year  of  austerity  in  Poland  was  followed  by 
a  rise  of  money  wages  by  5  per  cent  above  the  cor¬ 
responding  1960  level  in  the  first  half  of  1961 ;  and 
the  increase  in  employment,  already  mentioned  in 
section  1  above,  helped  to  raise  the  aggregate  money 
income  of  the  urban  population  by  10  per  cent. 
Farmers’  per  capita  incomes  rose  even  faster  both  in 
money  and  in  real  terms  than  those  of  the  urban 
population,  reflecting  rising  production  as  well  as 
favourable  terms  of  trade. 

Personal  money  income  in  Poland 


Comparable  period  of  previous  year  =  100 


Personal  nominal  wage  fund  in  the 

1960 

year 

I960 

first 

half 

1961 
Plan 
for  year 

1961 

first 

half 

socialist  economy . 

103 

102 

104 

109 

Family  allowances . 

95 

96 

103 

Sickness  allowances . 

82 

80 

119 

Pension  fund . 

Value  of  agricultural  sales  to  state 

108 

105 

109 

and  co-operative  trade  .... 

105“ 

109» 

114 

Sources ;  Plans  and  plan  fulfilment  reports. 

®  Real  income. 

^  Estimated  on  the  basis  of  planned  purchases  in  quantitative  terms. 


building  and  agriculture.  This  rise  in  state-farm  wages, 
and  wage  increases  averaging  6^  per  cent  in  forestry 
and  5%  P®r  cent  in  trade,  have  helped  to  diminish 
the  difference  between  these  relatively  low-paid 
sectors  and  others ;  and  the  Polish  Government  has 
undertaken  to  raise  wages  in  other  low-paid  occupa¬ 
tions,  such  as  the  health  services,  in  the  second  half  of 
the  year.  The  minimum  wage  has  been  raised  from 
6(X)  to  7(X)  zlotys  a  month,  or  3.6  zlotys  per  hour, 
from  1  August  1961. 

As  can  be  seen  from  the  following  figures,  Hungary^ 
and  Poland  have  succeeded  in  holding  both  the 
rise  in  the  industrial  wage  bill  well  below  that  of  gross 
output  in  1960  and  in  the  first  half  of  this  year,  and  the 
rise  of  per  capita  wages  below  that  of  labour  produc¬ 
tivity,  though  in  Poland  the  margins  have  diminished. 

_ _  1961 

First  half  Year  First  half 
Percentage  Increases  over  same  period 
of  previous  year 

Hungary 


Gross  industrial  output  “  .  . 

15.9 

12.1 

12.3 

Employment  **  . 

7.0 

6.6 

4.2 

Output  per  worker  *  .  .  .  . 

8.3 

5.2 

7.8 

Industrial  wage  bill  *>.... 

9.0 

8.2 

5.0 

Per  capita  monthly  gross  pay**® 

1.9 

1.5 

0.8 

Poland 

Gross  industrial  output  .  . 

9.9 

10.9 

11.4 

Employment . 

-1.2 

0.1 

3.2 

Output  per  worker  .... 

11.2 

10.9 

7.9 

Industrial  wage  bill  .... 

1.6 

2.2 

8.3 

Per  capita  monthly  gross  pay 

1.7 

-1.5 

4.9 

Sources :  National  statistics. 
**  State  industry  only. 

^  Including  office  workers. 

^  Excluding  shares  in  profits. 


The  dispersion  of  sectoral  wage  increases  about  the 
national  average  was  not  very  wide.  Most  were  within 
the  3^-6^  per  cent  range,  but  the  rise  was  as  little 
as  2  per  cent  in  municipal  and  housing  services  and 
as  much  as  7  per  cent  and  7^^  per  cent  respectively  in 


48  Precise  data  now  published  show  a  2  per  cent  rise  in  such 
earnings,  including  sick-pay  and  profit  participation  (not 
covered  by  the  half-yearly  comparison),  instead  of  the  4-5  per 
cent  estimated  on  the  basis  of  preliminary  indicators  and  shown 
in  the  Survey  for  1960,  Chapter  II,  Table  9. 

“  No  official  data  on  ag^egate  farm  income  have  been 
published  since  1958.  Publication  of  the  series  of  data  on  cash 
receipts  of  farmers  from  sales  to  the  State  has  been  discontinued 
since  the  issue  of  Statisztikai  havi  kdzieminyek.  No.  2,  1961. 

Index  numbers  of  real  wages  of  the  urban  population  in 
Poland: 

Third  quarter  Corresponding  period 


Quarter  of  I960  1959  =  100  of  1959  =  100 

First .  89.1  96.3 

Second .  91.1  93.7 

Third .  97.3  97.3 

Fourth .  99.5  106.5 

Year  1960  .  ..  98.5 


Note.  —  The  drop  in  real  wages  in  the  first  quarter  of  1960  was  primarily 
due  to  the  increase  in  prices  of  meat  at  the  end  of  1959. 


Per  capita  money  wages  rose  faster  from  the  first 
half  of  1960  to  the  same  months  of  this  year  in  Bul¬ 
garia  than  in  the  countries  so  far  mentioned.  They 
rose  by  8.3  per  cent  in  industry  and  7.6  per  cent  in 
transport,  and  the  largest  increase  —  of  16.8  per 
cent  —  was  in  the  domestic  trade  sector.  The  opportu¬ 
nity  has  thus  again  been  taken  to  correct  some 
distortions  of  the  wage  structure  as  increasing  con¬ 
sumers’  supplies  gave  scope  for  a  rise  in  the  national 
average;  and  it  has  been  announced  that  salary  in¬ 
creases  ranging  from  7.5  per  cent  to  17.5  per  cent  will 
come  into  effect  on  1  January  1962  for  various  groups 
of  employees,  including  scientists,  journalists  and 
civil  servants. 

In  Rumania  an  average  wage-increment  of  10  per 
cent  (incorporating  some  changes  in  wage  relatives 
and  raising  the  minimum  to  520  lei  per  month)  was 
announced,  to  come  into  effect  industry  by  industry, 
beginning  with  the  consumer-goods  branches,  from 
1  August  1961  to  1  November  1962.  Price  reductions 


Table  10 


Value  or  yolume  of  retail  sales  in  eastern  Europe 
and  the  Soviet  Union 


Index  numbers,  comparable  period  of  previous  year  =  100 


I960  1 

1961 

Country 

First 

half 

Year 

First 

half 

Plan  for 
year 

Albania" 

Total . 

105 

103 

107 

107 

Bulgaria" 

Total . 

109 

no 

109 

107" 

Czechoslovakia  ‘ 

Total . 

107 

107 

97 

104 

Eastern  Germany 

Total . 

108 

107 

105 

106 

of  which  :  Foods . 

106 

104 

104 

105 

Other . 

111 

no 

107 

107.5 

Hungary*’ 

Total . 

114 

no 

102 

104 

of  which : 

Foods,  beverages  and  tobacco  .  . 

112 

110 

106 

104 

Clothing,  textiles  and  leather  goods 

116 

no 

93 

104 

Miscellaneous  industrial  goods  .  . 

US 

111 

103 

107 

Poland  " 

Total . 

99  d 

103 

110“ 

104 

of  which  :  Foods . 

102 

106 

106 

Other . 

105 

113 

103 

Rumania" 

Total " . 

118 

117 

117 

of  which :  Foods . 

106 

108  c 

116 

Other . 

125 

n9e 

118 

Soviet  Union  " 

Total" . 

111 

103  Vz  106 

Sources  :  Monthly  statistical  bulletins;  Rabolnichesko  delo,  28  July  1961; 
N^pszabadsdg,  1  January  1961 ;  Economic  Bulletin  for  Europe,  Vol.  12,  No.  3. 
“  Volume.  ®  Current  value. 

^  Including  catering.  ^  In  state  and  co-operative  sector  only. 

in  July  and  August  1961  affected  electric  household 
appliances,  some  textiles  and  footwear,  and  domestic 
electricity  tariffs. 

Consumers’  Supplies 

Total  retail  sales  were  3  per  cent  lower  in  current 
value  in  the  first  half  of  1961  than  in  the  same  months 
of  1960  in  Czechoslovakia,  but  may  have  been 
greater  in  volume.  For  the  other  countries  the  rates 
of  increase  in  current  values  amounted  to  15  per  cent 
in  Rumania  and  5  per  cent  (probably  more  in  volume) 
in  eastern  Germany.  The  volume  of  sales  rose  by 
10  per  cent  in  Poland,  9  per  cent  in  Bulgaria,  7  per 
cent  in  Albania,  4  per  cent  in  the  Soviet  Union  and 
only  2  per  cent  in  Hungary.  Poland  and  Albania 
were  probably  the  only  countries  where  the  rise  in  the 
volume  of  sales  was  noticeably  faster  than  from  1959 


to  1960,  and  in  the  Soviet  Union  the  rate  of  increase 
was  decidedly  lower  (see  Table  10). 

It  is  now  officially  acknowledged  that,  as  suggested 
in  the  last  Survey,  the  considerable  over-fulfilment 
of  the  sales  plan  in  the  Soviet  Union  last  year  was 
due  to  a  “  market  boom  ”  (vysokaya  konyunktura 
rynka).^°  It  is  thus  probable  that  the  rather  small 
increase  in  the  first  half  of  this  year  was  partly  due 
to  the  fact  that  some  consumers  had  earlier  advanced 
their  intended  purchases  of  some  durable  goods  — 
such  as  bicycles,  motorized  bicycles  and  radios,  sales 
of  which  declined  (see  Table  1 1),  even  though  output 
increased.  Sales  of  fabrics  remained  almost  stationary, 
though  sales  of  clothing  rose,  and  —  as  in  other 
countries  of  the  region  —  trade  in  household  durables. 


Table  11 

Retail  sales  of  some  products  in  five  countries 
in  the  first  half  of  1961 


Percentage  increase  over  first  half  of  1960 


Commodity  or  group 

Soviet 

Union 

Poland  “ 

Hungary 

Bulgaria 

Rumania  j 

Meat  and  meat  products  . 

-7 

8 

_ 

16 

3" 

Fish  and  fish  products  .  . 

7 

-8 

Butter . 

4 

-4 

7 

7 

-16 

Vegetable  oils  and  fats  .  . 

8 

19 

21 

21 

Milk . 

8 

9 

11 

17 

26 

Eggs . . 

17 

-6 

12 

Sugar . 

10 

5 

4 

5 

8 

Cotton  cloth . 

-9 

5 

-22 

7 

8 

Woollen  cloth . 

2 

6 

-15*’ 

14 

22 

Clothes  and  underwear  . 

7 

20 

6 

17“ 

Leather  shoes . 

11 

20 

3 

12 

28 

Furniture . 

20 

8 

9 

9 

39 

Sewing  machines  .... 

7 

5 

42 

11 

Domestic  refrigerators  .  . 
Domestic  washing 

31 

12 

-2 

327 

machines . 

27 

12 

22 

117 

106 

Vacuum  cleaners  .... 
Motor-cycles  and 

12 

16 

82 

motorized  bicycles  .  . 

9 

-1 

-41 

94 

Bicycles . 

-10 

2 

8 

23 

Radio  sets . 

-2 

21 

-16 

4 

1 

Television  sets . 

18 

28 

66 

277 

16 

Motor-cars . 

9 

181 

Sources :  Plan  fulfilment  reports  and  statistical  bulletins. 

Note.  —  Data  are  based  on  values  at  current  prices  for  Hungary  and  at 
constant  prices  for  Bulgaria,  Poland  and  tbe  Soviet  Union. 

Supplies  to  retail  trade. 

^  Excluding  meat  products, 
e  Including  synthetic  fibre. 

^  Outerwear  other  than  knitwear. 


See  the  Survey  for  1960,  Chapter  II,  p.  23;  and  Sovetskaya 
torgovlya.  No.  5,  1961. 
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such  as  refrigerators,  washing  machines  and  furniture, 
registered  the  most  rapid  increases. 

The  Soviet  plan  fulfilment  report  blames  some 
sovnarkhozy  and  some  enterprises  for  paying  insuffi¬ 
cient  attention  to  improving  the  quality  and  range  of 
goods  produced,  with  the  result  that  “  trade  establish¬ 
ments  were  sometimes  supplied  with  goods  which  did 
not  accord  with  public  demand  ”  ;  and  some  prices 
are  to  be  cut  in  order  to  facilitate  disposal  of  out¬ 
moded  goods.®^  However,  the  major  failure  to  satisfy 
consumer  demand  was  probably  the  reduction  in  meat 
supplies  to  the  market  by  7  per  cent  as  compared 
with  the  level  of  the  first  half  of  1960. 

Meat  supplies  seem  to  have  been  inadequate  to 
satisfy  the  increased  demand  generated  by  rising  in¬ 
comes  in  Czechoslovakia,  eastern  Germany  and  Hun¬ 
gary  also.  In  Czechoslovakia  the  situation  was  re¬ 
ported  to  have  deteriorated  from  March  onwards  ; 
and  this  fact  may  partly  explain  the  fall  in  the  value 
of  total  retail  sales  below  that  of  the  first  half  of  1960. 
However,  part  of  the  explanation  may  also  lie  in  a 
reaction  —  as  in  the  Soviet  Union  —  from  the  high 
rates  at  the  end  of  last  year  ;  and,  as  already  noted 
above,  price  reductions  during  1960  have  certainly 
meant  that  the  fall  in  volume  has  been  less  than  that 
of  value. 

In  eastern  Germany  demand  for  meat,  butter  and 
potatoes  in  the  first  half  of  the  year  seems  to  have 
exceeded  available  supplies.  According  to  press  re¬ 
ports  a  kind  of  rationing,  by  means  of  consumers’  re¬ 
gistration  with  particular  shops,  has  been  introduced 
for  some  goods ;  and  the  official  warning  that  “  it  is 
not  possible  further  to  increase  imports  of  butter, 
meat  and  the  like  outside  the  plan  in  exchange  for 
high-grade  machines  and  equipment  ”  suggests  the 
existence  of  inadequate  domestic  output  and  of  mar¬ 
ket  pressures.  There  also  appears  to  be  some  difficulty 
in  meeting  demand  for  consumers’  durable  goods ; 
and  at  the  end  of  September  the  Minister  for  Trade 
announced  the  suspension  of  hire-purchase  facilities 
for  refrigerators,  washing  machines  and  some  other 
goods. 

As  can  be  seen  from  the  data  in  Tables  10  and  11, 
the  2  per  cent  rise  of  total  retail  sales  in  Hungary  was 
concentrated  on  foods,  beverages  and  tobacco,  and 
industrial  goods  other  than  clothing  and  textiles,  for 
which  demand  was  inadequate  to  maintain  sales  at 
last  year’s  rate  so  that  trade  stocks  rose  to  16  per 


Ekonomicheskaya  gazeta.  No.  3,  21  August  1961,  p.  13. 

*•  Rudi  Pfdvo,  5  August  1961. 

Quarterly  rates  of  sales  have  been  as  follows  (in  billion  K5s): 


Quarter  1959  1960  1961 

First .  21.2  21.9  22.2 

Second .  22.7  25.1  23.4 

Third .  24.1  26.0 

Fourth .  26.9  28.9 


**  Neues  Deutschland,  9  July  1961. 


cent  above  the  mid- 1960  level. But  the  6  per  cent 
increase  in  sales  of  the  first  group  of  goods  (which 
may  reflect  some  further  monetization  of  the  farm 
economy  following  the  completion  of  collectivization, 
as  well  as  higher  consumption)  was  of  unusual  com¬ 
position  since  sales  of  meat  were  no  higher  than  in 
the  corresponding  months  of  1960.  Within  the  durables 
group,  demand  shifted  from  radios  towards  television 
sets  and  from  motor-cycles  towards  motor-cars,  of 
which,  however,  only  4,200  were  available  for  sale. 

In  Poland,  by  contrast,  supplies  of  meat  to  the 
retail  trade  rose  by  8  per  cent,  permitting  consumers 
who  had  increased  their  consumption  of  fish  and  eggs 
last  year  to  revert  to  their  preferred  diet  pattern  ;  and 
larger  supplies,  better  quality  and  competitive  prices 
brought  about  some  switch  of  demand  from  butter  to 
margarine  and  vegetable  oils  (see  Table  11).  Sales  of 
most  durable  goods  rose  faster  than  the  average,  as 
in  other  countries,  though  the  market  for  motorized 
and  other  bicycles  seems  —  temporarily  at  least  —  to 
be  saturated.  Increased  readiness  to  offer  guarantees  of 
effective  service  with  sales  of  consumers’  durables  is 
indicative  both  of  improved  quality  and  of  a  better 
balance  of  supply  and  demand.  However,  fears  of 
excess  demand  in  the  latter  part  of  the  year  have  led 
the  authorities  to  curtail  hire-purchase  facilities,  as 
in  eastern  Germany.  A  15-20  per  cent  rise  in  prices  of 
alcoholic  drinks  is  intended  to  check  any  tendency 
for  a  renewed  rise  in  alcohol  consumption,  sales 
having  increased  suddenly  by  7  per  cent  in  the  first 
half  of  this  year  after  having  remained  practically 
stable  for  some  time  past. 

Among  the  three  southern  countries,  the  7  per  cent 
rise  of  retail  sales  in  Albania  included  increases  of 
35  per  cent  and  103  per  cent  respectively  in  sales  of 
vegetables  and  fruits,  reflecting  inter  alia  the  effects  of 
good  weather  on  supplies  and  of  a  17  per  cent  reduc¬ 
tion  in  prices  of  vegetables  on  effective  demand.  Sales 
of  meat,  milk  and  butter  rose  sharply  in  Bulgaria 
from  the  rather  low  1960  levels,  but  increases  in  sales 
of  some  durable  goods  were  much  greater  (see 
Table  11).  Rumania  also  recorded  large  increases  in 
sales  of  some  durable  goods,  together  with  a  continu¬ 
ing  fairly  rapid  rise  in  sales  of  textiles,  clothing  and 
footwear. 

Personal  Savings 

Savings  deposits  have  resumed  their  rise,  which  had 
checked  in  some  countries  in  the  later  months  of  1960, 
in  all  countries  for  which  data  are  available.  The 
strongest  rise  —  by  about  one-third  between  Decem¬ 
ber  1960  and  July  1961  — occurred  in  Hungary. 

Price  reductions  ranging  from  30  to  50  per  cent  were 
announced  in  October  for  a  large  number  of  articles  of  clothing, 
hardware,  toys  and  cosmetics  held  in  trade  stocks.  It  is  not  yet 
possible  to  assess  the  impact  on  consumers’  real  incomes. 


-  21  - 


Savings  deposits 


Billions  of  national  currency  at  end  of  month 


1959 

I960 

1961 

December 

June 

December 

June 

Czechoslovakia  . 

11.9 

14.0 

14.1 

17.0 

Eastern  Germany 

14.0 

15.4 

17.1 

18.6 

Hungary  .... 

3.8 

5.3 

6.8 

Poland . 

11.0 

12.2 

14.3 

16.9 

Soviet  Union  .  . 

10.1 

10.9 

11.5 

Sources  :  Budget  statements;  national  statistics;  N^pszabadsdg,  29  January 
1960,  11  January  1961,  and  16  July  1961;  Economic  Survey  of  Europe  In  I960, 
Chapter  II,  p.  24.  For  Czechoslovakia,  revised  figures  from  Rude  Prdvo, 
20  October  1961. 

Housing 

The  information  available  on  dwelling  construction 
during  the  first  half  of  this  year  indicates  that  addi¬ 
tions  to  the  housing  stock  have  been  made  fairly 
rapidly  in  most  countries,  though  not  always  at  the 
rates  planned. 

In  the  Soviet  Union  15  million  square  metres  of 
housing  space  were  completed  from  resources  pro¬ 
vided  under  the  state  plan  during  January- June,  com¬ 
pared  with  17  million  in  the  first  half  of  1960, 
but  this  covers  at  present  only  about  one-third  of  total 
non-farm  dwelling  construction.  However,  the  plan  ful¬ 
filment  report  states  that  targets  were  not  reached 
for  housing,*  schools,  hospitals  and  other  cultural 
building. 


By  the  end  of  August  29,678  dwellings  were  com¬ 
pleted  by  state,  co-operative  and  enterprises’  building 
(3,600  less  than  plaimed)  in  Czechoslovakia,  and 
another  13,912  by  private  initiative ;  and  the  total 
represents  about  54  ^  per  cent  fulfilment  of  the  annual 
plan  and  about  57  per  cent  of  the  total  constructed  in 
1960.  In  eastern  Germany  also  it  is  quite  clear  that 
the  residential  construction  plan  —  admittedly  very 
ambitious  —  will  not  be  fulfilled.  Nevertheless,  in  the 
first  nine  months  42,655  dwellings  were  completed,  or 
20,000  more  than  in  the  same  period  of  1960  ;  but  this 
is  only  49.3  per  cent  of  the  total  planned  for  the 
year.®®  After  falling  by  10  per  cent  from  1959  to  1960, 
the  number  of  dwellings  constructed  in  Hungary  in 
the  first  half  of  this  year  was  23  per  cent  greater  than 
in  the  same  months  of  1960.  In  Poland  the  30,900 
dwellings  completed  by  local  authorities  during  Ja¬ 
nuary- June  is  equivalent  to  an  11^^  per  cent  increase 
over  the  same  months  of  1960,  and  housing  con¬ 
struction  in  general  is  reported  to  have  b^n  in¬ 
creasing  fairly  fast.  In  Rumania  the  completion  of 
10,200  dwellings  in  the  first  five  months  of  the  year 
represents  fulfilment  of  about  31  per  cent  of  the  annual 
plan  and  is  equivalent  to  36^2  per  cent  of  the  total 
built  in  1960.  State  investment  in  residential  building 
in  Albania  was  68  per  cent  greater  in  the  first  half  of 
1961  than  in  the  same  months  of  1960,  and  928  apart¬ 
ments  were  handed  over  to  their  tenants  by  the 
Ministry  of  Construction. 

®®  Bauzeitung,  1  October  1961,  p.  505. 


5.  Expanding  Demand  in  Western  Europe 


Two  characteristics  of  the  boom  which  western 
Europe  has  now  enjoyed  for  nearly  three  years  have 
been  the  surprisingly  flexible  response  of  supply  to  a 
vigorous  growth  of  demand,  and  important  shifts  in 
the  pattern  of  demand  itself.  The  initial  upsurge  of 
activity  in  1959  sprang  from  strong  overseas  (and 
particularly  North  American)  demand  for  western 
Europe’s  manufactures,  accompanied  by  a  revival  in 
two  sectors  of  domestic  demand  —  housebuilding  and 
expenditure  on  consumers’  durable  goods.  During 
1960  this  constellation  of  sources  of  demand  gra¬ 
dually  changed ;  overseas  export  demand  weakened 
appreciably  and  the  rate  of  growth  of  investment  in 
housebuilding  slackened  slightly.  Investment  in  manu¬ 
facturing  industry  (with  an  associated  rise  in  intra¬ 
western  European  trade)  and  mounting  private  con¬ 
sumption  became  the  driving  forces  behind  the 
boom.  ®®  By  the  autumn  of  1961,  export  demand  was 
regaining  strength,  thus  offsetting  a  slight  relaxation 
in  the  growth  of  investment,  and  both  consumers’ 

A  high  rate  of  stockbuilding  was  also  a  strongly  expan¬ 
sionary  force  in  many  countries  in  1960. 


expenditure  —  though  shifting  in  emphasis  from 
durable  goods  to  traditional  commodities  and  ser¬ 
vices —  and  demand  for  housebuilding  were  steadily 
expanding. 

Investment  in  Industry 

Industrial  investment  in  fixed  assets  continued  to 
rise  in  the  first  half  of  1961,  and  was  in  many  coun¬ 
tries  the  most  dynamic  factor  of  demand.  The  private 
sector  undertook  the  lion’s  share  of  this  increased 
capital  formation,  which  has  in  general  been  fairly 
evenly  distributed  between  capital  widening  (as 
expressed  in  the  data  on  factory  building  given  below) 
and  capital  deepening  stimulated  by  an  increasing 
shortage  of  labour.  It  also  seems  quite  probable  that 
the  high  level  of  spending  on  modernization  of  plant 
and  equipment  in  the  last  eighteen  months  —  the  in¬ 
vestment  booms  in  Norway  and  Sweden  are  a  case  in 
point  —  has  in  large  measure  been  undertaken  in 
anticipation  of  keener  competition  within  the  regional 
integration  schemes. 
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In  the  United  Kingdom,  investment  in  manu¬ 
facturing  industry  in  the  first  half  of  1961  was  22  per 
cent  greater  in  volume  than  in  the  corresponding 
period  of  last  year,  and  from  the  first  to  the  second 
quarter  there  was  an  increase  (seasonally  adjusted) 
of  some  7  per  cent.  In  western  Germany  the  volume 
of  fixed  investment  (excluding  construction)  in  the 
first  six  months  of  1961  was  some  15-20  per  cent 
greater  than  a  year  earlier  and  it  is  probable  that  this 
rate  will  be  maintained  for  the  year  as  a  whole ;  most 
of  the  increment  of  investment  has  been  in  the  raw- 
material  producing  and  capital-goods  industries.  In 
the  Netherlands  total  investment  in  the  first  half  was 
10  per  cent  higher  than  a  year  earlier,  with  an  increase 
in  industrial  and  commercial  investment  of  8  per  cent. 
Complete  data  on  industrial  investment  in  other 
western  European  countries  are  scarce,  but  such  infor¬ 
mation  as  there  is  points  to  the  maintenance  in  the 
first  half  of  the  year  of  the  high  rate  of  increase  of 
gross  fixed  capital  formation  achieved  in  1960, 
although  some  govenmients  —  for  example,  those 
of  Sweden  and  the  Netherlands  —  are  striving  to 
reduce  the  rate  of  growth  of  investment.®^ 

Some  idea  of  the  comparative  strength  of  demand 
for  capital  goods  can  be  obtained  from  the  following 
figures  on  industrial  output  in  selected  western  Euro¬ 
pean  countries  in  the  first  half  of  1961.®* 

In  four  of  the  countries  shown — Austria,  Italy, 
western  Germany  and  Sweden  —  the  expansion  of 
output  of  investment  goods  has  been  much  more  pro¬ 
nounced  than  that  of  consumers’  goods.  In  Finland, 
Norway,  and  the  United  Kingdom  output  in  both 
categories  has  proceeded  at  about  the  same  pace.  In 
each  of  the  three  remaining  countries  —  Belgium, 
France  and  the  Netherlands  —  production  of  con¬ 
sumers’  goods  has  developed  faster  than  that  of 
capital  goods,  in  contrast  with  the  first  half  of  1960, 
when  only  French  industry  was  in  this  position. 

Another  measure  of  the  vigour  of  the  boom  in 
industrial  investment  —  and  one  which  points  to  the 
capital  widening  which  is  proceeding  simultaneously 
with  capital  deepening  —  is  the  steep  increase  in  the 
volume  of  non-residential  building.  In  western  Ger¬ 
many  the  value  of  authorizations  for  this  category  of 
construction  was  almost  twice  as  high  in  the  first 
quarter  of  1961  as  a  year  earlier,  and  32  per  cent 
higher  in  the  second  quarter  than  in  the  corresponding 
period  of  1960.  There  were  large  increases  in  the 
volume  of  such  authorizations  in  Italy,  the  Nether- 

See  the  Economic  Survey  of  Europe  in  I960,  Chapter  I, 
p.  49,  and  OEEC,  Sweden,  June  1961,  for  a  description  of  the 
means  used  in  Sweden  to  regulate  the  How  and  timing  of 
private  investment. 

Apparent  discrepancies  between  changes  in  total  industrial 
output  and  the  two  categories  identified  are  due  to  the  inclusion 
in  total  industrial  output  of  other  categories  —  e.g.  semi- 
processed  goods. 


Output  of  capital  and  consumers’  goods 
Percentage  changes  from  corresponding  period  of  previous  year 


January-June 


Austria . 

Capita!  goods  .  . 

1959 

I960 

6 

1961 

1 

Consumers’  goods 

-1 

4 

1 

Total  industry  .  . 

1 

10 

7 

Belgium . 

Capital  goods  .  . 

-3 

12 

3 

Consumers’  goods 

6 

8 

5 

Total  industry  .  . 

— 

10 

1 

Finland . 

Capital  goods  .  . 

— 

22 

9 

Consumers’  goods 

8 

12 

7 

Total  industry  .  . 

5 

17 

8 

France  . 

Capital  goods  .  . 

4 

2 

2 

Consumers’  goods® 

-8 

9 

5 

Total  industry  “  . 

— 

9 

7 

Western  Germany 

Capital  goods  .  . 

5 

15 

12 

Consumers’  goods 

3 

5 

5 

Total  industry  .  . 

5 

11 

8 

Italy . 

Capital  goods  .  . 

3 

26 

11 

Consumers’  goods 

7 

11 

2 

Total  industry  .  . 

9 

18 

8 

Netherlands  .  .  . 

Capital  goods  .  . 

14 

29 

1 

Consumers’  goods 

1 

9 

3 

Total  industry  .  . 

9 

14 

3 

Norway . 

Capital  goods  .  . 

-1 

9 

7 

Consumers’  goods 

5 

9 

8 

Total  industry  .  . 

4 

9 

5 

Sweden . 

Capital  goods  .  . 

— 

8 

7 

Consumers’  goods 

— 

7 

1 

Total  industry  .  . 

1 

8 

5 

United  Kingdom  . 

Capital  goods  .  . 

3 

11 

— 

Consumers’  goods 

3 

8 

1 

Total  industry  .  . 

3 

10 

1 

Sources :  National  statistics. 
Excluding  foodstufirs. 


lands  and  Switzerland  throughout  1960 ;  in  the  first 
half  of  1961  these  were  44  per  cent  higher  in  value 
in  Italy,  and  respectively  8  per  cent  and  16  per  cent 
higher  in  volume  in  the  Netherlands  and  Switzerland, 
than  in  the  corresponding  period  of  last  year.  The 
only  major  exception  was  the  United  Kingdom,  where 
there  was  a  sharp  decline  in  the  area  of  factory  buil¬ 
ding  authorized  in  the  first  half  of  1961,  as  the 
emphasis  of  investment  shifted  increasingly  towards 
new  equipment  (see  Table  12). 

Dwelling  Construction 

A  very  high  level  of  investment  in  housebuilding 
has  now  persisted  for  two  years  throughout  western 
Europe.  Towards  the  end  of  1960  it  seemed  likely 
that  the  boom  in  dwelling  construction  would  soon 
taper  of!  :  several  governments  had  taken  dampenijng 
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Table  12 

Indicators  of  non-residential  construction  in  selected  western  European  countries 

1958  =  100 


Country  | 

Indicator  | 

Unit 

1959 

1960 

1961 

I 

II 

III 

IV 

1 

II 

III 

IV ! 

I 

II 

Belgium . 

Authorizations 

Number  of  buildings 

86 

127 

116 

104 

104 

139 

130 

Ill 

121 

153 

Finland . 

Cubic  capacity 

111 

183 

162 

145 

137 

166 

140 

134 

131 

Western  Germany  .  . 

Value 

81 

116 

126 

85 

78 

139 

155 

169 

151 

184 

Italy . 

Cubic  capacity 

107 

138 

119 

154 

124 

148 

195 

170 

184 

207 

Netherlands . 

Value 

90 

112 

106 

120 

108 

128 

127 

121 

115 

141 

Norway . 

Area 

43 

84 

115 

128 

39 

95 

148 

113 

55 

71 

Portugal  . 

Completions 

81 

84 

90 

94 

72 

106 

87 

85 

88 

Switzerland . 

Authorizations 

Number  of  buildings 

87 

92 

109 

no 

123 

133 

133 

145 

138 

159 

United  Kingdom  “  .  . 
United  Kingdom  .  . 

Work  done  by 

Area 

Value  at 

139 

125 

118 

133 

306 

175 

167 

132 

140 

95 

contractors 

constant  prices 

107 

107 

111 

no 

111 

114 

119 

125 

127 

134 

Sources :  National  statistics.  Industrial  building  (Great  Britain  only).  ^  Great  Britain  only;  seasonally  adjusted. 


measures  (dearer  credit,  stricter  control  of  building 
permits,  etc.)  and  both  the  building  industry  itself  and 
the  building-materials  industry  were  widely  reported 
to  be  under  strain,  so  that  the  costs  of  building  were 
rising  steadily.*®  However,  an  increase  in  the  cost  of 
credit  for  housebuilding,  or  of  housebuilding  itself,  is 
translated  into  a  lower  level  of  constructional  activity 
only  with  a  timelag.  As  the  data  in  Table  13  show, 
demand  in  the  housebuilding  sector  is  still  strong. 

As  a  result  of  the  mild  winter  the  amount  of  house¬ 
building  started  in  the  first  quarter  of  1961  was  every¬ 
where  (except  Finland  and  the  United  Kingdom) 
appreciably  higher  than  in  the  corresponding  period 
of  last  year  ;  in  Denmark  almost  twice  as  many  starts 
were  made,  and  in  Sweden  and  France  the  increases 
were  of  27  per  cent  and  22  per  cent  respectively. 
Generally,  however,  there  was  some  diminution  in  the 
second  quarter ;  starts  in  the  first  half  of  the  year 
were  only  slightly  higher  than  in  the  first  half  of  1960 
in  France  and  the  United  Kingdom.  In  the  Nether¬ 
lands,  where  new  and  tighter  controls  of  building 
permits  were  introduced  in  April,  authorizations  in 
the  first  half  of  1961  were  nevertheless  42  per  cent 
higher  than  in  the  corresponding  period  of  last  year, 
and  in  Italy  one-fourth  higher.  Even  in  western  Ger¬ 
many  and  Switzerland,  two  countries  in  which  the 
pressure  of  excess  demand  in  the  building  sector  is 
most  acute,  the  number  of  authorizations  issued  was 
still  slightly  greater  than  in  the  first  half  of  1960.  The 
continuing  increase  in  the  amount  of  new  house¬ 
building  authorized  indicates  that  in  many  countries 
no  marked  change  in  the  overall  strength  of  demand 
in  this  sector  is  in  prospect. 


*•  See  section  7  below  for  data  on  the  rise  in  building  costs  in 
various  western  European  countries. 


Other  Investment 

The  investment  of  the  public  sector  has  been  of 
comparatively  small  moment  as  a  source  of  expanding 
demand  both  in  1960  and  the  first  half  of  1961, 
Although  there  has  been  a  general  increase  in  public 
capital  expenditure  on  roadworks  and  utilities,  the 
rate  of  increase  has  been  much  slower  than  that  of 
private  capital  formation.  Public  investment  in  the 
Netherlands  was  10  per  cent  lower  in  the  first  half  of 
1961  than  a  year  earlier,  and  there  has  been  a  decline 
in  Finland  as  part  of  government  policy  of  postponing 
public  works  to  a  time  when  total  demand  is  less 
buoyant. 

The  rapid  rate  of  stock  accumulation  in  private 
industry  that  had  distinguished  1960  had  almost  died 
away  in  most  countries  by  the  end  of  the  year,  and 
by  the  first  quarter  of  1961  in  the  United  King¬ 
dom  —  where  it  had  been  even  more  important  than 
fixed  investment  as  a  source  of  expanding  demand. 
Most  western  European  industries  are  reported  to 
be  currently  attempting  to  hold  stocks  at  normal 
working  levels. 

Despite  the  longevity  of  the  investment  boom,  there 
are  few  signs  that  demand  foi  capital  goods  will 
slacken  appreciably  before  the  middle  of  next  year. 
Stocks  of  orders  in  the  metal-using  industries  in  most 
western  European  countries  are  high,  and  the  flow  of 
incoming  orders  has  been  well  maintained.  In  western 
Germany  orders  received  in  the  first  quarter  of  1961 
were  1 1  per  cent  higher  than  a  year  earlier ;  in  the 
second  quarter  there  was  a  slight  slackening  in  the 
inflow  of  foreign  orders  following  revaluation,  and 
somewhat  more  hesitance  in  domestic  demand ;  but 
order-books  are  already  long.  The  stock  of  orders  in 
the  British  engineering  industry  was  15  per  cent  higher 
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Table  13 

Dwelling  construction  in  selected  western  European  countries 

Thousands  of  dwellings 


Country 

I960 

1961 

I 

II 

III 

IV 

I 

II 

Denmark  .... 

.  Starts . 

4.4 

6.5 

5.0 

7.1 

8.5 

6.5 

Under  construction®  . 

26.2 

27.0 

26.9 

27.9 

30.7 

31.9 

Completions  .... 

5.3 

5.7 

5.2 

6.2 

5.6 

5.4 

Finland . 

Authorizations  .  .  . 

7.7 

11.4 

9.2 

9.8 

8.4 

Under  construction®  . 

22.8 

33.7 

35.2 

31.3 

30.3 

Completions  .... 

5.9 

5.6 

7.5 

12.5 

7.9 

France . 

.  Authorizations  .  .  . 

79.8 

93.9 

92.9 

90.5 

87.3 

Starts . 

72.6 

88.9 

79.8 

96.3 

88.7 

84.0 

Completions  .... 

69.7 

77.9 

75.1 

93.9 

76.5 

75.2 

Western  Germany 

.  Authorizations  .  .  . 

123.5 

156.2 

171.9 

161.3 

130.3 

169.7 

Completions  .... 

55.9 

80.1 

122.9 

292.1 

55.9 

83.5 

Ireland . 

.  Authorizations  .  .  . 

1.2 

1.7 

1.5 

1.8 

1.7 

1.6 

Starts . 

1.2 

1.5 

1.6 

2.0 

1.4 

1.8 

Under  construction  ®  . 

3.7 

3.7 

3.9 

4.3 

4.3 

4.6 

Completions  .... 

1.3 

1.3 

1.3 

1.4 

1.4 

1.2 

Italy . 

.  .  Authorizations  .  .  . 

56.3 

57.5 

57.9 

70.8 

63.7 

78.8 

Completions  .... 

39.1 

47.1 

41.3 

50.1 

44.5 

49.2 

Netherlands  .  .  . 

.  .  Authorizations  .  .  . 

19.3 

17.7 

23.0 

25.4 

21.9 

30.6 

Starts . 

18.9 

21.1 

22.9 

23.1 

23.4 

29.9 

Under  construction®  . 

89.6 

89.7 

91.0 

89.8 

96.2 

105.1 

Completions  .... 

16.9 

21.1 

21.6 

24.3 

16.9 

21.0 

Norway . 

.  .  Authorizations  .  .  . 

4.4 

7.5 

8.0 

7.4 

5.7 

8.3 

Starts . 

3.9 

7.8 

8.6 

7.7 

5.3 

8.0 

Under  construction®  . 

23.5 

24.5 

27.6 

26.0 

24.9 

26.4 

Completions  .... 

5.2 

6.8 

5.5 

9.2 

6.5 

6.3 

Portugal  .... 

.  .  Completions  .... 

6.2 

6.5 

7.3 

6.6 

6.1 

Spain . 

.  .  Authorizations  .  .  . 

13.3 

13.1 

19.3 

17.8 

21.1 

Sweden . 

.  .  Starts . 

9.1 

17.8 

21.9 

21.5 

11.6 

18.7 

Under  construction  ®  . 

70.3 

70.4 

77.3 

78.3 

72.7 

74.2 

Completions  .... 

15.1 

17.7 

15.0 

20.5 

17.2 

17.2 

Switzerland  ^  .  . 

.  .  Authorizations  .  .  . 

6.2 

7.2 

5.6 

6.0 

7.5 

7.1 

Under  construction®  . 

21.8 

23.3 

27.8 

Completions  .  .  .  . 

3.8 

5.0 

4.5 

5.4 

4.6 

6.6 

United  Kingdom  . 

.  .  Starts . 

67.9 

95.6 

81.6 

71.7 

73.2 

95.5 

Under  construction  ®  . 

273.2 

289.7 

295.0 

285.7 

288.2 

306.6 

Completions  .  .  .  . 

67.9 

79.1 

76.2 

81.2 

70.7 

77.1 

Sources  :  National  statistics;  and  ECE,  Quarterly  Bulletin  of  Ho\jmg  and 
Building  Statistics,  to  which  reference  should  be  made  for  the  detailed  coverage 
of  the  statistics. 


at  the  end  of  July  1961  than  a  year  earlier,  with  a 
much  steeper  rise  in  demand  for  machine-tools,  fairly 
equally  distributed  between  domestic  and  foreign 
customers.  Backlogs  of  orders  in  the  electrical  en¬ 
gineering,  bicycle  and  transport  equipment  industries 
in  the  Netherlands  have  continued  to  grow. 

Finally,  the  results  of  inquiries  into  the  investment 
intentions  of  private  industry  do  not  presage  any 
decline  of  demand  in  this  sector  in  the  near  future, 
although  the  rates  of  investment  foreseen  are  generally 


“  End  of  period. 

^  Data  are  for  42  towns  in  1960  and  for  65  towns  in  1961.  (Figures  for  42 
towns  in  the  first  quarter  of  1961  are:  authorizations  —  6.2;  completions 
—  3.4.) 


lower  than  those  achieved  in  1960.  In  Denmark,  an 
inquiry  in  May  1961  indicated  that  manufacturing 
industry  would  invest  6  per  cent  more  in  1961  than  in 
the  preceding  year  (when  there  was  an  exceptionally 
big  increase  of  some  40  per  cent).  Inquiries  into 
investment  intentions  in  France,  conducted  in  March 
and  June  by  the  I.N.S.E.E.,  revealed  an  upward 
revision  of  plans  made  earlier  in  the  year,  so  that  the 
volume  of  private  investment  in  industry  is  now 
expected  to  be  some  15  per  cent  greater  in  1961  than 


-  25  - 


Table  14 


Indicators  of  private  consumption 

Index  numbers  of  volume  or  (in  italics)  value,  1958  =  100 


1959 

I960 

1 

1961  ! 

First  half 
1961 

(First  half 
1960=100) 

I 

II 

III 

IV 

I 

II 

III 

IV 

I 

II 

Austria . 

.  Retail  sales . 

92 

97 

102 

134 

94 

105 

108 

143 

107 

109 

108“ 

of  which :  Durable  goods  .... 

81 

98 

108 

147 

89 

111 

121 

168 

108 

116 

112 

Denmark . 

.  Retail  sales . 

98 

104 

105 

129 

103 

114 

116 

138 

112 

122 

107 

Hardware  and  electrical  appliances  . 

90 

112 

114 

136 

99 

126 

126 

152 

113 

138 

111 

Finland . 

Retail  sales . 

90 

108 

105 

120 

96 

115 

111 

130 

104 

126 

109 

of  which  :  Household  goods  .  .  . 

82 

124 

129 

133 

96 

144 

151 

162 

124 

196 

133 

France  . 

.  Retail  sales . 

97 

99 

102 

119 

99 

106 

108 

127 

108 

111 

106 

Western  Germany  . 

.  Private  consumption . 

97 

103 

104 

119 

103 

111 

112 

130 

109 

106 

107 

Retail  sales . 

93 

99 

97 

126 

96 

108 

106 

139 

107 

114 

108 

of  which  :  Durable  goods  .... 

89 

95 

104 

139 

95 

102 

113 

146 

103 

107 

106 

Netherlands  .... 

Private  consumption . 

98 

103 

103 

109 

100 

110 

111 

118 

108 

114 

106 

of  which  :  Durable  goods  .... 

94 

110 

104 

117 

98 

124 

121 

132 

112 

129 

108 

Norway . 

.  Retail  sales . 

85 

105 

103 

122 

93 

111 

113 

131 

101 

117 

107 

of  which :  Electrical  appliances  .  . 

81 

95 

91 

144 

100 

109 

106 

161 

106 

129 

113 

Sweden . 

.  Retail  sales . 

90 

103 

98 

127 

83 

103 

99 

123 

95 

107 

109 

of  which  :  Household  goods  .  .  . 

98 

82 

94 

182 

79 

89 

111 

167 

113 

100 

127 

Switzerland  .  .  .  . 

.  Retail  sales . 

95 

102 

101 

128 

101 

111 

109 

138 

112 

118 

109 

United  Kingdom  ^  .  . 

Private  consumption . 

102 

105 

104 

106 

108 

109 

108 

108 

110 

111 

102 

of  which  :  Durable  goods  .... 

108 

124 

121 

124 

136 

133 

119 

96 

118 

127 

91 

Retail  sales . 

102 

105 

105 

106 

108 

108 

108 

108 

109 

110 

102 

Sources :  National  statistics. 

The  increase  in  the  volume  of  private  consumption  was  6.5  per  cent. 
^  Seasonally  adjusted. 


last  year  and  total  fixed  investment  some  7-8  per  cent 
greater.  The  latest  reports  of  investment  plans  in 
western  Germany  also  indicate  a  higher  rate  of  in¬ 
crease  than  foreseen  earlier  this  year ;  a  larger 
percentage  of  reporting  firms  in  the  investment-goods 
branches  anticipate  an  increase,  while  a  smaller 
percentage  of  consumer-goods  firms  foresee  higher 
investment.  To  look  farther  ahead,  the  national 
budgets  of  the  Netherlands  and  France  for  1962  anti¬ 
cipate  increases  of  8  per  cent  and  6-7  per  cent  re¬ 
spectively  in  the  volume  of  total  fixed  investment  in 
that  year.  In  the  United  Kingdom,  on  the  other  hand, 
private  industry  expects  about  the  same  volume  of 
fixed  investment  as  in  1961. 

Consumption 

Total  demand  in  all  western  European  industrial 
countries  continues  to  be  swept  upwards  by  a  wave 

“  IFO,  Schnelldienst,  No.  39,  1961. 


of  consumer  spending.  The  strength  of  consumer 
demand,  in  association  with  buoyant  investment,  has 
been  such  that  in  many  countries,  including  Austria, 
France  and  western  Germany,  rising  consumption  has 
displaced  export  and  housebuilding  demand  as  the 
mainstay  of  the  boom  ;  and  some  countries  —  such  as 
Austria  and  Norway  —  whose  previous  booms  origin¬ 
ated  in  foreign  demand  are  now  in  the  novel  position 
of  seeing  national  output  rise  swiftly  in  response  to 
strong  domestic  consumer  demand.  The  sources  of 
this  demand  are  not  far  to  seek.  As  the  impulse  from 
export  demand  at  the  beginning  of  the  boom  raised 
employment  to  unprecedentedly  high  levels  in  many 
countries,  with  accompanying  increases  in  total  and 
per  capita  wage  earnings,  consumer  outlays  developed 
a  momentum  which  has  not  faltered  in  the  course  of 
1961.  The  flow  of  consumer  spending  —  particularly 
on  durable  goods  and  increasingly  on  miscellaneous 
services  —  has  acquired  an  autonomous  strength  that 
has  found  expression  in  an  observable  decline  in  the 
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savings  ratio  in  some  countries  such  as  western  Ger¬ 
many  and  France.®^ 

Table  14  gives  information  both  on  the  scale  of  the 
increase  in  private  consumption  and  on  its  composi¬ 
tion  :  the  most  remarkable  increase  has  been  in  sales 
of  durable  goods,  and  of  household  electric  appliances 
in  particular.  In  the  first  six  months  of  this  year  retail 
sales  in  western  Europe  were  on  average  some  7-8  per 
cent  higher  in  volume  than  a  year  earlier.  The  out¬ 
standing  exception  was  the  United  Kingdom,  where 
total  retail  sales  were  scarcely  1  per  cent  higher  (total 
personal  consumption  went  up  by  2  per  cent),  and 
where  sales  of  durable  goods  were  6  per  cent  lower 
than  in  the  first  half  of  1960. 

Sales  of  motor-cars  have  accelerated,  or  are 
recovering  from  earlier  recessions,  in  several  western 
European  countries  in  1961.  Registrations  in  Italy 
were  some  30  per  cent  higher  in  the  first  half  of  the 
year  than  in  the  corresponding  period  of  1960,  and 
in  France  and  western  Germany  the  increase  over 
the  same  period  was  of  about  10  per  cent  (see 
Table  17).  After  having  fallen  sharply  in  the  first 
quarter,  consumer  spending  on  motor-cars  in  the 
United  Kingdom  increased  by  about  11  per  cent 
(seasonally  adjusted)  in  the  second  quarter  of  1961, 
though  remaining  clearly  below  the  1960  rate.  In 
Sweden,  18  per  cent  more  motor-cars  were  sold  in 
the  January -July  period  than  a  year  earlier.  In 
Norway,  passenger  cars  remain  by  far  the  most 
dynamic  component  of  the  retail-sales  index ;  the 
increase  between  the  first  half  of  1960  and  the  first 
half  of  1961  was  of  nearly  25  per  cent,  largely  owing 
to  the  liberalization  of  imports  in  October  last  year. 

The  summer  of  1961  has  witnessed  a  shift  in  the 
composition  of  consumer  outlays,  which  in  western 
Germany  and  the  United  Kingdom  appears  to  go 
beyond  the  customary  seasonal  swing  towards  higher 
outlays  on  clothing,  footwear  and  services.  In  both 
these  countries  the  stream  of  demand  for  durable 
goods  has  somewhat  diminished,  as  measured  by 
final  sales  and  the  flow  of  new  orders.  Since  the 
sector  most  affected  by  this  relaxation  of  demand  is 
the  industry  producing  household  electric  appliances, 
it  may  be  that  consumer  demand  is  temporarily 
approaching  saturation  —  at  any  rate  for  current 
models.  If  this  is  true  —  and  in  so  short  a  span  of 
time  it  is  difficult  to  distinguish  the  relative  strength 
of  short-term  seasonal  and  policy  forces,  and  under¬ 
lying  long-term  tendencies  —  production  will  have  to 
be  increasingly  geared  to  satisfying  replacement  de¬ 
mand  (as  was  the  case  with  radios  some  years  ago). 
But,  since  most  appliances  in  this  category  (refri¬ 
gerators,  television  receivers,  washing  machines,  etc.) 

In  the  United  Kingdom  there  was,  however,  a  further  slight 
apparent  increase  in  the  savings  ratio  in  the  first  half  of  1961. 
See  also  the  note  on  the  United  Kingdom  in  section  10  below. 


Chart  1 

Industrial  production  and  foreign  trade  of 
western  Europe  " 

Index  numbers  of  volume,  1958  =  100,  adjusted  for  seasonal 
fluctuations 


1958  1959  I960  1961 


. .  Industrial  production 

■  .  I  Intra-trade 

__  .  __  .  Imports  from  overseas 

•  «••••••  •  Exports  to  overseas 

Sources:  OEEC  Statistical  Bulletins  —  Foreign  Trade,  Series  A,  June 
1961 ;  and  national  statistics. 

**  OEEC  member  countries. 

are  fairly  new  in  the  two  countries  mentioned,  the 
process  of  adjustment  to  replacement  demand  is 
likely  to  be  slow.  Elsewhere  in  western  Europe, 
however,  demand  is  much  farther  from  even  tem¬ 
porary  saturation,  and  any  congruous  decline  in  de¬ 
mand  should  be  more  gradual. 

Moreover,  the  maintenance  of  a  high  level  of  total 
consumption  demand  is  not  in  question,  since  the 
available  information  indicates  a  shift  of  expenditure 
to  other  goods  rather  than  any  appreciable  decline  in 
global  outlays.  Short  of  energetic  government  inter¬ 
vention  to  curtail  the  growth  of  private  consumption 
(such  as  has  taken  place  in  the  United  Kingdom),  the 
steady  increase  in  employment,  and  especially  of 
disposable  incomes,  assures  a  rising  level  of  consumer 
spending  for  some  time  to  come.®- 

**  The  growth  of  demand  in  the  consumption  sector  has 
stemmed  almost  exclusively  from  increased  private  spending, 
for  public  current  expenditures  have  in  the  main  contributed 
little  to  the  expansion  of  global  demand. 
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Export  Demand 

When  western  Europe  is  considered  as  a  whole, 
certain  broad  phases  can  be  traced  in  the  influence 
of  export  demand  on  output  during  the  past  two 
years ;  however,  closer  inspection  reveals  large  dif¬ 
ferences  in  the  effects  and  timing  of  the  expansionary 
impulse  generated  in  this  sector  in  each  country  con¬ 
sidered  separately.  By  and  large,  the  strong  impetus 
imparted  by  exports  to  North  America  in  1959 
dwindled  in  the  first  half  of  1960,  but  a  vigorous 
growth  of  intra-western  European  trade  continued, 
though  at  a  diminishing  rate,  into  1961.  With  the 
establishment  of  the  economic  revival  in  the  United 

Index  nombers  of  the  ?oliime  of  western  Europe’s  exports 


J958  =  JOO,  seasonally  adjusted 


Year  and  quarter 

Intra-trade 

Exports 

to 

overseas 

Exports 
to  North 
America 

Exports 
to  other 
overseas 

1959 

I  .  .  .  . 

103.6 

98.2 

115.2 

94.0 

II  ...  . 

113.0 

109.1 

141.5 

100.9 

Ill  ...  . 

114.8 

113.4 

147.9 

104.8 

rv  .  .  .  . 

122.5 

116.9 

141.0 

111.0 

1960 

I  .  .  .  . 

135.0 

118.4 

137.3 

113.7 

II  ...  . 

135.9 

114.3 

125.8 

111.3 

Ill  ...  . 

137.1 

111.7 

118.2 

110.4 

rv  .  .  .  . 

140.1 

118.0 

122.2 

117.2 

1961 

I  .  .  .  . 

150.0 

114.2 

107.6 

116.1 

II  ...  . 

156.9  • 

116.7* 

122.2  * 

115.5* 

Sources:  OEEC  Slalislical  Bulletins  —  Foreign  Trade,  Series  A;  and 
national  statistics. 


States,  exports  to  North  America  and  other  overseas 
areas  began  to  recover  in  the  second  quarter  of  this 
year,  and  may  be  expected,  together  with  overseas 
exports  in  general,  to  accelerate  as  the  year  goes  on 
(see  Chart  1). 

Three  of  western  Europe’s  major  producers  of  motor 
cars  —  France,  Italy  and  the  United  Kingdom  —  saw 
their  sales  adversely  affected  by  changing  conditions 
in  the  North  American  market  in  1960  and  in  the 
first  half  of  this  year.®*  Moreover,  factors  specific  to 
each  of  these  countries  led  to  variations  between  the 
behaviour  of  their  total  exports  and  the  general 
western  European  experience  outlined  above.  The 
west  German  revaluation  has  perceptibly  reduced  the 
rate  of  growth  of  export  orders.  French  exports  fell 
in  the  first  quarter  by  some  3  per  cent,  but  have 
subsequently  recovered.  Exports  from  the  United 
Kingdom,  after  flagging  during  1960,  resumed  their 
expansion  in  the  closing  months  of  the  year,  but 
since  February  have  lost  some  momentum.  In  general, 
overstrain  in  export  industries  is  becoming  increasingly 
common  in  western  Europe,  as  is  plain  from  the 
growing  backlog  of  export  orders  and  lengthening 
delivery  dates,  and  has  presumably  limited  the  rate 
of  expansion  of  intra-western  European  trade.  On  the 
other  hand,  countries  such  as  Belgium  and  Italy, 
where  strains  on  capacity  and  shortage  of  manpower 
are  less  prominent,  have  benefited  from  mounting 
export  demand. 


•*  See  the  Survey  for  1960,  Chapter  I,  pp.  17-22,  and  section 
10  of  this  Bulletin. 


6.  Production,  Employment  and  Productivity 


The  Movement  of  Industrial  Production 

Industrial  production  rose  in  western  Europe  in  the 
first  half  of  this  year,  and  the  expansion  appears  to 
have  continued  during  the  summer  (see  Table  15). 
Since  the  spring  of  1960,  output  has  grown  steadily 
at  an  annual  rate  of  about  5%  per  cent ;  ®^  and  the 
recent  tendency  towards  a  slowing  down  in  some 
countries,  such  as  western  Germany,  Sweden  and  the 
Netherlands,  has  been  offset  to  some  extent  by  faster 
growth  in  others  such  as  Belgium,  Norway,  and 
—  though  to  a  lesser  extent  —  the  United  Kingdom, 
in  all  of  which  output  had  hitherto  stagnated  or  risen 
comparatively  slowly  during  certain  periods. 

At  the  beginning  of  1961  doubts  were  entertained 
about  the  continuance  of  the  1960  rate  of  industrial 
expansion  in  western  Europe,  since  the  inter-play  of 

•*  Since  output  was  rising  faster  than  this  rate  in  the  first 
months  of  19^,  the  increase  in  industrial  production  between 
the  first  half  of  1960  and  the  first  half  of  1961  for  OEEC 
member-countries  combined  was  somewhat  higher,  amounting 
to  6  per  cent. 


demand  and  supply  factors  was  supposed  to  be  less 
favourable  to  a  swift  growth  of  output.  On  the  supply 
side,  actual  or  anticipated  shortages  of  manpower 
seemed  to  present  a  greater  problem  than  in  the  past : 
on  the  demand  side,  the  weakness  of  overseas  export 
demand  was  a  source  of  particular  concern.  The 
prospects  for  exports  to  North  American  markets 
seemed  bleak  on  account  of  the  recession  in  the 
United  States  and  the  decline  of  motor  car  exports ; 
and  the  capacity  to  import  of  the  primary-exporting 
countries  was  limited  by  continuing  low  commodity 
prices  and  only  small  increments  in  their  volume  of 
exports.  It  was  thus  uncertain  whether  external 
demand  would  provide  the  same  expansionary  impetus 
as  during  the  fifties,  but  internal  demand  and  intra¬ 
western  European  trade  remained  buoyant,  and  the 
labour  supply  was  more  elastic  than  had  been  fore¬ 
seen. 

The  rate  of  expansion  of  industrial  output  between 
the  first  half  of  1960  and  the  first  half  of  1961  con¬ 
tinued  to  be  much  higher  in  the  countries  of  the 
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Table  15 

Index  numbers  of  industrial  production  in  selected  western  European  countries  and  the  United  States 

1958  =  100,  secsonally  adjusted 


1959 

I960 

1959  1 

I960  1 

1961 

I 

II 

III 

IV 

I 

II 

III 

IV 

I 

11 

III  “ 

EEC  countries . 

105 

118 

102 

104 

107 

112 

115 

118 

119 

122 

124 

125 

126 

Belgium . 

103 

no 

99 

103 

104 

109 

no 

111 

no 

108 

105 

117 

France . 

103 

116 

99 

103 

105 

111 

no 

112 

116 

119 

118 

120 

121 

Western  Germany  .  .  . 

107 

119 

103 

105 

108 

113 

116 

118 

118 

122 

127 

125 

124 

Italy . 

111 

128 

107 

107 

no 

119 

124 

127 

129 

131 

135 

135 

139 

Netherlands . 

109 

123 

105 

108 

no 

113 

120 

126 

122 

126 

128 

127 

120 

EFTA  countries . 

106 

113 

101 

104 

106 

no 

112 

113 

114 

114 

115 

116 

117 

Austria . 

103 

112 

101 

101 

103 

106 

109 

no 

112 

116 

117 

116 

116 

Denmark  ** . 

108 

114 

102 

107 

111 

114 

114 

113 

114 

115 

Norway . 

106 

114 

103 

106 

107 

109 

111 

115 

115 

117 

120 

123 

119 

Sweden . 

104 

111 

102 

102 

103 

108 

109 

109 

112 

114 

116 

114 

115 

United  Kingdom  .... 

107 

114 

101 

104 

107 

111 

113 

114 

114 

114 

114 

117 

118 

Other  countries  : 

Finland . 

107 

120 

97 

108 

no 

115 

117 

119 

120 

124 

127 

129 

130 

Greece . 

101 

no 

101 

100 

101 

102 

106 

109 

112 

115 

113 

116 

Ireland . 

no 

118 

103 

no 

112 

113 

115 

116 

118 

119 

124 

128 

Yugoslavia . 

113 

131 

105 

111 

115 

122 

123 

131 

130 

138 

135 

140 

139 

United  States . 

113 

116 

no 

116 

112 

112 

118 

117 

116 

112 

no 

116 

120 

Sources:  OEEC  Statistical  Bulletins  —  General  Statistics;  and  national 
statistics. 


European  Economic  Community  (nearly  7  per  cent) 
than  in  those  of  the  European  Free  Trade  Association 
(about  3  per  cent).  Of  the  EEC  countries,  the  rate  of 
advance  in  the  Netherlands  has  been  rather  modest 
since  the  summer  of  1960,  largely  because  of  supply 
limitations ;  and  in  western  Germany  the  rate  of 
growth  began  to  level  off  during  the  spring  and  this 
tendency  became  stronger  during  the  summer  months. 
In  Belgium,  on  the  other  hand,  a  revival  —  particu¬ 
larly  of  investment  demand  —  has  set  in  recently, 
following  a  sluggish  phase  which  lasted  for  most  of 
1960  and  which  was  due  in  part  to  events  in  the 
Congo  and  to  the  general  strike  last  winter.  Expansion 
in  Italy  is  continuing  at  a  rapid  rate  of  about  8-9  per 
cent  a  year.  The  more  modest  rate  of  industrial  growth 
attained  by  EFTA  countries  has  been  due  mainly  to 
the  slow  progress  in  the  United  Kingdom.  Production 
continued  to  rise  rapidly  in  Norway  and  (judging  by 
the  rise  of  employment)  Switzerland ;  but  in  the 
EFTA  countries  the  problem  is  perhaps  less  one  of 
potential  excess  demand  in  general  than  of  pressure 
on  costs  originating  in  the  strained  labour  market.” 
Switzerland  is  in  a  less  exposed  position,  however,  on 

The  monthly  index  of  industrial  production  in  Denmark 
has  not  been  published  since  the  beginning  of  this  year.  The 
Statistical  Department  has  aimounced  that  a  revised  index  is  in 
preparation. 


“  July-August. 

^  Publication  of  this  index  ceased  in  January  1961,  pending  revision  of  the 
series. 


account  both  of  its  elastic  labour  supply  (due  to  its 
readiness  and  ability  to  import  foreign  labour)  and 
its  strong  balance  of  payments. 

The  rhythm  of  industrial  expansion  remained  fast 
—  about  9  per  cent  a  year  —  in  both  Finland  and 
Yugoslavia  between  the  first  half  of  1960  and  the  first 
half  of  1961,  though  in  the  latter  country  the  rate  of 
growth  was  only  one-half  of  the  exceptional  rate 
attained  between  1959  and  1960.  The  slowing  down 
has  been  due  to  a  smaller  increase  in  capacity  this 
year  and  to  a  slower  rise  of  labour  productivity  — 
only  4  per  cent  in  the  first  half  of  1961  as  against 
8  per  cent  from  1959  to  1960.  Moreover,  some  Yugo¬ 
slav  industries  experienced  a  shortage  of  working 
capital  following  the  deflationary  measures  introduced 
at  the  beginning  of  the  year.  Information  available 
for  other  southern  European  countries  suggests  that 
during  the  present  year  there  has  been  an  acceleration 
of  the  relatively  slow  rate  of  increase  of  industrial 
production  experienced  in  Greece  during  1959-1960, 
while  Turkey  and,  to  a  lesser  extent,  Spain  are  still 
under  the  dampening  effect  of  stabilization  plans.*® 
In  Ireland  capacity  has  been  more  fully  utilized  and 
new  capacity  installed,  in  response  partly  to  expanding 


See  section  ’0  for  a  review  of  recent  developments  in  south¬ 
ern  Europe. 
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Chart  2 

Industrial  production  by  sectors  in  OEEC  countries, 
1958-1961 

Index  numbers  of  volume,  1958  =  100,  seasonally  adjusted 


Total  Textiles 

Metal-using  i»«  .  Food 

Chemicals 


Sources:  OEEC  Statistical  Bulletins  —  General  Statistics;  and  national 
statistics. 

home  and  export  demand  and  partly  to  the  programme 
for  economic  expansion. 

The  Pattern  of  Production 

All  major  industrial  branches  have  experienced  a 
slower  rate  of  expansion  of  output,  following  the  up¬ 
surge  of  late  1959  and  early  1960  :  those  branches,  such 
as  foodstuffs  and  textiles,  whose  production  increased 
relatively  slowly  then,  have  made  even  less  headway 
since  the  spring  or  summer  of  1960  ;  the  metal-making, 
metal-using  and  chemicals  branches,  in  contrast,  have 
continued  to  expand,  but  less  fast  (see  Chart  2).  In 
recent  months  the  relative  performance  of  the  various 
industrial  branches  has  changed  little,  though  there  is 
a  tendency  for  output  of  the  chemicals  industry — until 


recently  the  most  expansive  branch  —  to  slow  down 
more  than  that  of  the  other  major  industrial  branches 
(except  in  France),  so  that  its  rate  of  growth  is  now 
no  faster  than  that  of  the  metal-using  industries.  The 
major  exception  is  the  building-materials  industry.  The 
manufacture  of  cement  —  and  of  other  building  mat¬ 
erials,  judging  by  the  scanty  information  available  — 
has  been  the  most  dynamic  branch  in  1961  in  prac¬ 
tically  all  western  European  countries,  owing  largely 
to  the  steep  increase  in  building  and  contracting.  Pro¬ 
duction  of  cement  rose  by  12  per  cent  between  the  first 
half  of  1960  and  the  first  half  of  1961  in  OEEC  member 
countries,  as  opposed  to  an  increase  of  8  per  cent 
between  the  corresponding  periods  of  1959  and  1960. 
The  expansion  was  particularly  strong  in  western 
Germany,  Austria,  Italy  and  the  Netherlands. 

When  the  major  industrial  branches  (food,  textiles, 
chemicals,  metal-making,  metal-using)  are  broken 
down  into  sub-branches,  some  notable  divergences 
from  the  general  tendency  emerge,  the  metal-using 
industry  being  a  case  in  point.  In  all  countries  for  which 
data  are  available,  the  sub-branch  “  means  of  trans¬ 
port  ”  fared  worst  (see  Table  16).  In  Belgium,  France 
and  the  United  Kingdom  output  of  transport  equip¬ 
ment  was  lower  in  the  first  half  of  1961  than  in  the 
first  half  of  1960.  In  the  remaining  countries  produc¬ 
tion  continued  to  rise,  but  by  much  less  than  output 
of  either  machinery  or  electro-technical  equipment. 
The  principal  reasons  for  the  relatively  poor  perfor¬ 
mance  of  the  transport  equipment  branch  are  the 
market  difficulties  of  the  automobile  industry  on  the 
one  hand  (in  conjunction  with  the  recession  in  ship¬ 
building)  and  the  continuing  strong  demand  for  ma¬ 
chinery  and  equipment  on  the  other. 

In  western  Germany  and  Italy  output  of  passenger 
cars  continued  to  rise,  but  much  more  slowly  (see 
Table  17).  In  the  United  Kingdom  and  France,  how¬ 
ever,  output  in  the  first  half  of  this  year  was  respec¬ 
tively  one-third  and  one-seventh  below  the  level 
attained  in  the  first  half  of  1960,  and  for  1961  as  a 
whole  is  expected  to  fall  below  the  record  level  of 
1960.  The  abruot  decline  of  car  exports  to  the  United 
States  has  been  the  most  adverse  factor,”  but  one 
accounting  in  the  United  Kingdom  for  only  60  per 
cent  of  the  total  fall  in  exports.  New  registrations  on 
the  British  domestic  market  also  decreased,  but  in 
France  the  domestic  market  has  been  firmer.  Italy’s 
exports  also  declined,  particularly  to  the  United 
States,  but  recovered  during  the  summer,  and  the 
weakness  of  external  demand  was  more  than  offset  by 
the  buoyant  domestic  market.  Both  production  and  ex- 

"  Part  of  the  reduction  in  motor-car  imports  into  the  United 
States  in  late  1960  and  the  first  half  of  1961  was  due  to  running 
down  stocks.  Registrations  of  foreign  cars  have  been  much 
higher  than  imports,  and  since  de-stocking  seems  now  to  be 
over,  western  European  exports  of  cars  to  the  United  States 
are  likely  to  revive  before  the  end  of  1961. 
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Table  16 

Index  numbers  of  production  in  the  metal  industries 

Corresponding  period  of  previous  year  =  100 


Country 

Period 

Metal-making 

Metal-using 

Transport 

equipment 

of  which  : 

Machinery 

Electro¬ 

technical 

equipment 

Austria . 

1st  half  1960 

119 

106 

97 

105 

115 

2nd  half  1960 

113 

104 

84 

113 

102 

1st  half  1961 

107 

107 

95 

112 

106 

Belgium . 

1st  half  1960 

114 

111 

115 

122 

113 

2nd  half  1960 

104 

100 

104 

109 

106 

1st  half  1961 

95 

103 

98 

115 

103 

Finland . 

1st  half  1960 

119 

119 

111 

113 

133 

2nd  half  1960 

129 

108 

107 

111 

122 

1st  half  1961 

108 

109 

105 

113 

109 

France . 

1st  half  1960 

113 

102 

109 

116 

2nd  half  1960 

110 

99 

95 

112 

1st  half  1961 

1 

113 

101 

90“ 

110“ 

Western  Germany  .  . 

1st  half  1960 

123 

117 

122 

113 

115 

2nd  half  1960 

111 

114 

121 

116 

117 

1st  half  1961 

104 

112 

108 

112 

116 

Italy . 

1st  half  1960 

133 

124 

130 

120 

108 

2nd  half  1960 

116 

116 

113 

115 

97 

1st  half  1961 

110 

111 

106 

111 

112 

United  Kingdom  .  .  . 

1st  half  1960 

123 

111 

115 

111 

2nd  half  1960 

110 

101 

98 

— 

104 

1st  half  1961 

97 

100 

93 

105 

Sources ;  National  statistics.  “  January-May. 


ports  in  western  Germany  continue  to  expand  at  an 
annual  rate  of  some  8-9  per  cent.  In  contrast  to  the 
United  Kingdom,  imports  of  motor-cars  increased 
sharply  from  very  low  levels  in  France  and  Italy  in 
the  first  half  of  1961,  largely  a^  a  result  of  a  more 
liberal  import  policy  associated  with  the  implementa¬ 
tion  of  the  Rome  Treaty.®® 

At  the  time  of  writing  the  Economic  Survey  of 
Europe  in  1960,^^  stiff er  competition  in  the  market  for 
motor-cars  was  considered  very  likely  in  the  near 
future,  and  a  scaling  down  or  postponement  of  the  big 
investment  programmes  envisaged  was  also  believed 
possible.  Developments  in  the  spring  and  summer  of 
1961  have  borne  out  these  expectations  :  certain  invest¬ 
ment  programmes  have  recently  been  postponed  not 
only  in  the  United  Kingdom,  but  also  in  western 
Germany.’® 


**  Imports  into  the  United  Kingdom  were  unusually  high  in 
the  first  half  of  1960  owing  to  long  delivery  delays  for  domestic 
models. 

*•  Chapter  I,  p.  18  et  seq. 

’®See  The  Financial  Times,  23  August  1961. 


The  fall  in  production  and  the  emergence  of  surplus 
capacity  in  the  motor-car  industry  is  conspicuous,  but 
by  no  means  unique.  In  more  than  one  country  de¬ 
mand  for  certain  durable  goods  is  at  present  alter¬ 
nating  between  periods  of  stagnation  and  of  rapid 
expansion  and  becoming  more  selective  and  more 
sensitive  to  changes  in  hire-purchase  regulations, 
changes  in  models,  and  other  short-term  factors.  For 
instance,  in  western  Germany  the  production  of  tele¬ 
vision  sets  in  the  first  half  of  this  year  was  slightly 
below  that  of  the  corresponding  period  of  1960,  and 
for  the  year  as  a  whole  is  expected  to  fall  nearly  20 
per  cent  short  of  the  1960  level  of  2.2  million  units.’’ 
In  the  United  Kingdom,  domestic  sales  of  television 
sets  are  running  this  year  at  a  lower  level  than  in 
1960,  which  in  turn  was  a  worse  year  than  1959.  Pro¬ 
ducers  of  refrigerators  expect  to  sell  this  year  on  the 
domestic  market  about  800,000  units,  a  figure  20  per 


”  The  production  of  television  sets  in  western  Germany  has 
grown  as  follows  during  the  fifties  (percentage  increase  over 
the  previous  year):  1953,  925;  1954,  274;  1955,  745;  1956,  67; 
1957,  49;  1958,  90;  1959,  22;  1960,  20. 
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Table  17 


Production,  trade  and  new  registrations  of  passenger  cars 
in  selected  western  European  countries 

Thousands  of  units  at  half-yearly  rates 


1959 

I960 

I960  1 

1961 

First 

half 

Second 

half 

First 

half 

France 

Production . 

543 

558 

632 

483 

535 

Imports  “ . 

6 

12 

11 

15 

37 

Exports  “ . 

257 

246 

307 

187 

197 

of  which :  to  the  United  States 

86 

37 

67 

8 

14*» 

New  registrations . 

283 

319 

356 

283 

404 

Western  Germany 

Production . 

752 

908 

927 

890 

1005 

Imports  “ . 

58 

45 

60 

30 

54 

Exports  “ . 

392 

445 

446 

444 

493 

of  which  ••  to  the  United  States 

117 

107 

106 

108 

100 

New  registrations . 

401 

472 

513 

430 

562 

Italy 

Production . 

235 

298 

314 

282 

342 

Imports  “ . 

5 

9 

10 

8 

20 

Exports  “ . 

107 

98 

125 

70 

110 

of  which :  to  the  United  States 

24 

9 

15 

3 

3 

New  registrations . 

126 

191 

191 

190 

2566 

United  Kingdom 

Production . 

595 

676 

798 

557 

502 

Imports  “ . 

14 

29 

43 

15 

11 

Exports  “ . 

270 

269 

342 

195 

175 

of  which  :  to  the  United  States 

104 

66 

103 

29 

9 

New  registrations . 

323 

403 

471 

335 

447 

Sources :  National  statistics. 

“  Excluding  “  chassis  with  engine 
^  Five  months  at  half-yearly  rates. 


cent  below  the  peak  of  two  years  ago  and  little  more 
than  half  the  capacity  level.^* 

Employment  and  Productivity 

Table  18  presents  data  on  the  movement  of  indus¬ 
trial  production,  employment  and  product  per  man 
(and  where  possible  per  man-hour)  in  selected  western 
European  countries  since  1959.  Chart  3  compares  the 
movement  of  production  and  productivity  in  selected 
western  European  countries,  by  major  industrial 
branches,  over  the  same  period.  The  table  and  the 
chart  reveal  some  interesting  relationships.  Industrial 
employment  increased  by  about  3  per  cent  between 
the  first  half  of  1960  and  the  first  half  of  1961  in 
Austria,  Finland,  western  Germany  and  Sweden,  by 
about  2  per  cent  in  the  Netherlands,  and  1  per  cent 
in  France,  Norway  and  the  United  Kingdom,  Among 


’•See  The  Firmncial  Times,  31  August  1961;  and  L.  Needle- 
man,  “  The  Demand  for  Domestic  Appliances  ”,  National 
Institute  Economic  Review,  November  1960. 


Table  18 

Productivity  and  wage  costs  in  industry 


Corresponding  period  of  previous  year  =  100 


1959  j 

I960 

1961 

First  Second; 
half  half 

First  Second! 
half  half  | 

First 

half 

Austria 

Production . 

101 

107 

109 

108 

107 

Employment . 

98 

101 

103 

103 

103 

Output  per  worker  .... 

103 

106 

106 

105 

104 

Weekly  earnings . 

102 

104 

106 

108 

no 

Wage  costs . 

99 

98 

100 

103 

106 

Finland 

Production . 

105 

112 

116 

111 

108 

Employment . 

104 

110 

104 

105 

103 

Output  per  worker  .... 

101 

101 

111 

106 

105 

Hourly  earnings . 

107 

105 

106 

106 

108 

Wage  costs . 

106 

103 

95 

100 

103 

France 

Production . 

100 

108 

109 

108 

107 

Employment . 

97 

99 

101 

102 

101 

Output  per  man-hour  .  .  . 

104 

108 

107 

105 

105 

Hourly  wage  rates  “  .  .  .  . 

105 

106 

107 

108 

108 

Wage  costs . 

101 

98 

100 

102 

103 

Western  Germany 

Production . 

105 

110 

113 

no 

108 

Employment . 

98 

101 

103 

104 

103 

Output  per  man-hour  .  .  . 

108 

109 

109 

107 

105 

Hourly  earnings . 

105 

106 

108 

112 

111 

Wage  costs . 

97 

97 

99 

104 

105 

Ireland 

Production . 

106 

112 

108 

105 

109 

Employment . 

102 

103 

102 

102 

104 

Output  per  worker  .... 

104 

109 

106 

103 

105 

Hourly  wage  rates  “  .  .  .  . 

102 

104 

107 

107 

105 

Wage  costs . 

98 

95 

101 

104 

100 

Netherlands 

Production . 

109 

111 

115 

111 

103 

Employment . 

100 

102 

103 

103 

102 

Output  per  worker  .... 

108 

109 

112 

108 

101 

Weekly  wage  rates  .... 

102 

102 

108 

no 

104 

Wage  costs . 

94 

94 

96 

102 

103 

Norway 

Production . 

104 

107 

109 

108 

106 

Employment . 

98 

102 

103 

102 

101 

Output  per  worker  .... 

106 

106 

106 

105 

105 

Hourly  earnings  * . 

109 

108 

105 

103 

104 

Wage  costs . 

103 

103 

99 

98 

100 

Sweden 

Production . 

101 

107 

108 

106 

105 

Employment . 

98 

101 

105 

104 

103 

Output  per  worker  .... 

103 

105 

103 

101 

103 

Hourly  earnings . 

104 

104 

105 

108 

no 

Wage  costs . 

100 

99 

102 

106 

107 

United  Kingdom 

Production . 

103 

109 

no 

104 

101 

Employment . 

99 

101 

103 

102 

101 

Output  per  worker  .... 

104 

108 

107 

102 

100 

Weekly  earnings  “ . 

104 

106 

107 

106 

106 

Wage  costs . 

100 

98 

100 

104 

106 

Sources :  National  statistics. 


Note.  —  Excrpt  for  western  Germany,  where  the  data  are  taken  directly 
from  national  sources,  output  per  worker  (or  per  man-hour)  is  derived  by 
dividing  the  series  for  output  by  the  series  for  employment  (or  man-hours 
worked).  Similarly,  wage  costs  are  obtained  from  output  per  worker  and 
earnings. 

“  Manufacturing  only. 

^  Male  workers  only. 
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Chart  3 

Changes  in  labour  productivity  by  major  industrial  branches 

Percentage  changes  from  corresponding  period  of  previous  year 


AUSTRIA 

FRANCE 

WESTERN  GERMANY 

NETHERLANDS 

UNITED  KINGDOM 

I -VI  VII-XII  l.vi  I.VI  VII.XII  I.VI  I -VI  VII-XII  I -VI  I.VI  VII-XII  I -VI  I -VI  VII-XII  I -VI 


Production 


Productivity 


Sources :  National  statistics. 


countries  not  shown  in  the  table  it  increased  by  8  per 
cent  in  Switzerland  and  probably  by  more  than  3  per 
cent  in  Italy.  In  several  countries  for  which  relevant 
figures  are  available,  unfilled  vacancies  were  already 
higher  in  1960  than  the  registered  number  of  unem¬ 
ployed  ;  this  was  true  of  Austria,  western  Germany, 
the  Netherlands,  Sweden,  Switzerland  and  the  United 
Kingdom.  Even  in  those  countries  which  do  not 
publish  statistics  of  unfilled  vacancies,  or  where  such 
figures  give  only  a  partial  view  of  manpower  demand, 
as  in  France,  the  remarkably  low  level  of  unemploy¬ 
ment  indicates  a  very  firm  demand  for  manpower.  In 
western  Germany,  and  even  more  in  Switzerland,  the 
large  increase  in  industrial  employment  has  been 
made  possible  by  the  continuous  influx  of  labour, 
while  in  Austria  the  outflow  from  agriculture  (which 
still  absorbs  about  one-fourth  of  the  total  active  popu¬ 
lation)  and  a  higher  intake  of  female  labour  have 
played  a  major  role.^®  In  most  countries  the  increase  in 
industrial  manpower  between  the  first  half  of  1960 
and  the  first  half  of  1961  was  somewhat  less  than 
between  the  corresponding  periods  of  1959  and  1960, 
owing  to  the  relatively  low  level  of  employment 
obtaining  in  the  first  half  of  1959. 

Production  and  labour  productivity  increases  were 
also  higher  between  1959  and  1960,  and  especially 
between  the  first  halves  of  each  year,  mainly  on 
account  of  the  fuller  utilization  of  capacity  and  man¬ 
power  which  took  place  in  most  countries  during  the 
upturn ;  and  the  slower  rate  of  labour  productivity 
increase  (generally  some  3-4  per  cent)  between  the  first 
six  months  of  1960  and  1961  came  closer  to  the  long- 
run  experience  of  western  Europe  in  the  fifties.  France 
and  western  Germany,  however,  continue  to  enjoy  a 
rate  of  increase  of  productivity  above  the  average. 
In  spite  of  the  heavy  investment  undertaken  in  most 
western  European  countries  in  1959  and  1960,  in¬ 
creased  productivity  as  a  factor  contributing  to  indus¬ 
trial  growth  apparently  gained  in  importance  in  1961 
only  in  France  and  Norway. 

Finally,  changes  in  total  output  and  in  output  per 
mail  (or  per  man-hour)  are  closely  related  :  in  those 
countries  and  industrial  branches  where  industrial 
production  has  risen  more  slowly  or  levelled  off. 

Between  August  1960  and  1961  (i.e.  the  seasonal  peak)  the 
number  of  foreign  workers  in  Switzerland  rose  by  113,000  — 
an  increase  of  one-fourth.  The  biggest  increase  was  in  the 
building  industry.  Excluding  building,  foreign  workers  now 
account  for  one-fourth  of  the  industrial  labour  force.  More 
than  110,000  foreign  workers  (and  103,000  immigrants  from 
eastern  Germany)  entered  western  Germany  between  January 
and  June  of  this  year,  while  the  figures  for  the  corresponding 
period  of  1960  were  80,000  and  82,400  respectively.  The  west 
German  authorities  are  currently  negotiating  an  arrangement 
with  the  Turkish  Government  for  the  immigration  of  Turkish 
workers.  Available  information  indicates  that  during  the  first 
half  of  1961  immigration  of  foreign  (i.e.  non-metropolitan) 
workers  into  the  United  Kingdom  and  France  was  of  the 
order  of  40,000,  compared  with  20,000  in  the  corresponding 
period  of  1960. 


labour  productivity  has,  with  few  exceptions,  be¬ 
haved  similarly.  This  point  is  illustrated  in  some 
detail  in  Chart  3,  which  shows  the  changes  in  output 
per  man  or  per  man-hour  in  certain  industrial 
branches  of  selected  countries.  The  figures  for 
France,  for  example,  show  that  in  the  metal-using 
industry,  where  output  in  the  first  half  of  1961  barely 
reached  the  level  of  the  first  half  of  1960,  the  decline 
in  production  has  adversely  affected  output  per  man¬ 
hour,  which  was  lower  in  1961  than  in  1960.  The 
same  is  true  of  the  metal-using  industry  in  the  United 
Kingdom,  and  of  the  textiles  industry  in  most  coun¬ 
tries.  In  contrast,  the  building-materials  industry, 
which  has  recently  been  the  most  dynamic  branch, 
also  shows  the  most  rapid  progress  in  labour  pro¬ 
ductivity.  Broadly  speaking,  it  appears  that  in  most 
countries  the  slowing  down  observed  in  total  labour 
productivity  in  1961  is  directly  related  to  the  fall  in 
the  productivity  of  those  industrial  branches  where 
production  stagnated  or  declined. 

It  is  at  first  sight  surprising  that  industrial  employ¬ 
ment  should  have  risen  in  1961  at  the  same  rate  as  in 
1960  and  —  in  most  countries  —  at  a  higher  rate  than 
in  previous  years  (allowing  for  under-employment  in 
early  1959).  On  the  assumption  that  manpower  re¬ 
sources  are  “  exhausted  ”,  the  conclusion  is  often  drawn 
that  only  a  faster  increase  of  output  per  man  (and 
per  man-hour)  could  prevent  slower  growth  of  produc¬ 
tion.  But  1961,  from  the  point  of  view  of  the  labour 
market,  is  a  watershed  between  the  fifties  and  expected 
demographic  developments  in  the  coming  years. 
Owing  to  the  high  post-war  birth  rate,  the  number  of 
persons  reaching  the  age  of  15  in  1961,  expressed  as 
a  percentage  of  total  population  of  working  age,  is 
distinctly  larger  than  in  preceding  years,  and  may  be 
put  at  some  3  per  cent  in  most  countries  (except  in 
Austria  and  western  Germany).^* 

That  a  larger  number  of  young  people  are  reaching 
the  age  of  15  in  1961  in  most  countries  cannot  in  itself 
account  for  the  increase  in  industrial  manpower  during 
the  year.  In  the  first  place,  the  number  of  young  people 
remaining  at  school  beyond  the  age  of  15  is  large,  and 
increasing,  nearly  everywhere  in  western  Europe.’® 
Secondly,  to  consider  only  the  number  of  entrants  to 
the  labour  market  can  be  misleading.  In  France,  for 
instance,  the  number  of  young  people  reaching  the 
age  of  15  in  1961  is  estimated  at  some  8(X),C)()0  (against 
an  annual  average  of  600,000  formerly)  and  similar 
figures,  or  even  slightly  higher,  are  estimated  for  the 
following  years ;  and  yet,  according  to  a  recent  fore- 

’*  It  approaches  3  per  cent  in  France,  Italy,  Norway,  Switzer¬ 
land,  Denmark  and  Sweden,  is  nearly  4  per  cent  in  the  Nether¬ 
lands  and  Finland,  and  around  2.5  per  cent  in  the  United 
Kingdom  and  Belgium.  See  the  Survey  for  1955,  Chapter  5. 

In  France  and  Norway,  for  instance,  about  40  per  cent  of 
young  people  of  16  years  of  age  are  still  at  school,  and  about 
30  per  cent  in  the  Netherlands. 
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cast,  active  population  should  increase  by  nrv  more 
than  350,000-500.000  during  the  five  years  1960-1965, 
with  an  average  annual  increase  of  80,000-100,000,  oj" 
about  0.5  per  cent  —  a  rate  not  much  higher  than  that 
prevailing  during  the  fifties.^®  This  is  due  less  to  the 
increasing  number  of  persons  reaching  retirement  age 
than  to  the  appreciable  change  expected  in  overall 
activity  rates  on  account  of  the  age  and  sex  structure 
resulting  from  wars  and  demographic  developments.” 
Yet  industrial  employment  in  France  increased  be¬ 
tween  the  first  half  of  1960  and  the  first  half  of  1961 
at  twice  the  annual  rate  which  demographic  factors 
suggested  (i.e.  by  1  per  cent).  Only  a  relatively  small 
increase  in  the  total  labour  force  in  Belgium  can  be 
expected,  and  virtually  none  in  western  Germany, 
with  higher  rates  in  Italy  and  especially  the  Nether¬ 
lands.^® 

For  France,  Belgium  and  western  Germany,  the 
possibility  of  maintaining  or  attaining  high  rates  of 
industrial  expansion  thus  depends  either  on  a  rise  in 
activity  rates,  a  rapid  increase  of  productivity  (as  in 
France  and  western  Germany  in  the  recent  past),  or 
on  large-scale  immigration  (as  also  occurred  in  western 
Germany).  In  other  countries,  however,  including  the 
United  Kingdom  and  the  Scandinavian  countries,  an 
increasing  number  of  new  entrants  to  the  labour 
market  is  expected  to  be  associated  with  a  correspond¬ 
ingly  large  increase  in  total  active  population.  In  the 
United  Kingdom,  an  increase  in  total  active  popula¬ 
tion  during  1961  of  250,000  persons  (or  more  than 

See  Office  Statistique  des  Communaut^s  Europdennes, 
Bulletin  Genital  de  Statistiques,  1961,  No.  6.  The  forecast 
worked  out  for  each  country  tries  to  take  account  also  of  such 
factors  as  migration,  changes  in  the  school-leaving  age,  etc., 
but  its  assumptions  —  particularly  that  concerning  migration 
into  western  Germany  —  are  not  explicitly  stated. 

”  More  precisely,  the  age-group  for  which  activity  rates  are 
highest  —  i.e.  from  20-54  years,  will  constitute  a  smaller 
proportion  of  the  total  active  population,  and  the  expected 
increase  in  the  total  labour  force  between  1960  and  1965  will  be 
due  only  to  new  entrants  (15-20  years)  and  to  the  higher 
numbers  aged  55  years  and  above. 

See  the  source  quoted  in  footnote  76,  and  the  Survey  for 
1958,  Chapter  II. 


1  per  cent)  has  been  estimated,  as  against  135,0(X) 
persons  per  year  during  the  quinquennium  1955- 
1960 ;  and  increases  of  more  than  1  per  cent  may 
be  forecast  for  all  the  Scandinavian  countries.  These 
may  seem  rather  small  changes,  but  their  effect  on 
industrial  production  could  be  considerable,  since 
industrial  manpower  tends  everywhere  to  increase 
faster  than  total  employment  —  about  twice  as  fast 
in  most  countries  during  the  fifties  —  while  industrial 
production  in  turn  has  been  rising  3-4  times  faster 
than  the  industrial  labour  force. 

The  foregoing  discussion  suggests  that  a  further 
expansion  of  production  is  hampered  less  by  an  over¬ 
all  shortage  of  manpower  in  the  majority  of  western 
European  countries  than  by  bottlenecks  in  some  sec¬ 
tors,  side  by  side  with  under-utilization  of  equipment 
and  labour  in  others.  On  that  basis,  it  is  tempting 
to  conclude  that  the  easiest  way  of  increasing  total 
industrial  production  and  (by  the  same  token)  labour 
productivity  is  by  stimulating  demand  for  the  output 
of  industries  with  spare  labour  and  capacity.  Such  a 
policy,  however,  might  easily  run  counter  to  the  long¬ 
term  aim  of  sustained  economic  growth,  since  the  arti¬ 
ficial  revival  could  hamper  desirable  long-term  struc¬ 
tural  adjustments  of  the  economy,  including  the  reallo¬ 
cation  of  resources.  A  more  appropriate  policy  would 
be  to  speed  up  the  transfer  of  manpower  from  con¬ 
tracting  or  low-productivity  sectors  to  expanding  or 
high-productivity  sectors.  Clearly,  it  would  be  most 
important  to  determine  whether  under-utilization  of 
capacity  or  under-employment  of  labour  in  any  sector 
are  no  more  than  transient,  as  in  the  motor  car 
industry  at  present  in  some  countries.  Temporary 
surpluses  or  shortages  of  this  kind  are  inevitable  in 
fully  employed  economies  which  are  expanding, 
though  their  effects  can  to  some  extent  be  evened  out 
by  appropriate  policies,  or,  when  there  is  temporary 
excess  demand,  absorbed  in  the  first  place  through 
greater  imports. 


See  J.  R.  Shepherd  “  Note  on  Labour  Supplies:  Trends 
and  Prospects”,  National  Institute  Economic  Review, 3\i\y  1961, 
p.  n  et  seq. 


7.  Prices  and  Costs 


In  most  western  European  countries  the  expansion 
of  output  in  the  first  half  of  1961  was  accompanied  by 
only  a  moderate  rise  in  retail  prices.  Pressure  on  the 
price  level,  as  capacity  and  labour  are  more  fully 
utilized,  has  been  alleviated  in  many  countries  (espe¬ 
cially  in  western  Germany,  Denmark  and  the  United 
Kingdom)  by  a  continued  improvement  in  the 
terms  of  trade  —  due  mainly  to  lower  import  unit 
values.  Moreover,  in  the  majority  of  countries,  and 
notably  in  Switzerland,  the  Netherlands,  Norway  and 


Italy,  the  trade  deficit  (at  constant  prices)  was  larger 
than  in  the  corresponding  period  of  I960.®®  In  some 
countries,  especially  Austria,  the  United  Kingdom 
and  Sweden,  a  source  of  strain  on  the  price  level 
equal  to  or  even  greater  than  demand  pressure 
has  been  the  faster  increase  of  earnings  and  other 
money  incomes  than  of  productivity,  which  has 

As  noted  in  section  9,  the  trade  deficit  narrowed  (or  the 
surplus  increased)  in  western  Germany,  Sweden  and,  to  a 
smaller  extent,  the  United  Kingdom. 
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Table  19 

Index  numbers  of  the  cost  of  living 

Corresponding  period  of  previous  year  =  100 


1960 

1961  1 

1960 

1961 

I 

11 

I 

11 

III 

I 

II 

I 

II 

III 

Austria 

Netherlands 

Total . 

103 

102 

102 

103 

104 

Total . 

103 

104 

101 

101 

101 

of  which  :  Food . 

104 

103 

101 

100 

102 

of  which  :  Food  “ . 

106 

104 

98 

100 

102 

Rent . 

100 

102 

105 

107 

108 

Rent . 

101 

114 

113 

100 

100 

Services  .... 

103 

102 

103 

106 

107 

Services  .... 

102 

102 

102 

102 

102 

Belgium 

Norway 

Total " . 

101 

101 

100 

101 

102 

Total . 

100 

101 

101 

102 

103 

of  which  :  Food . 

101 

100 

100 

101 

102 

of  which  :  Food . 

99 

100 

99 

100 

103 

Services  .... 

103 

102 

103 

103 

103 

Rent . 

103 

103 

102 

103 

104 

Services  .... 

101 

101 

102 

103 

104 

Finland 

Total . 

103 

104 

102 

102 

101 

Spain 

of  which  :  Food . 

103 

106 

104 

102 

100 

Total . 

102 

101 

103 

102 

102 

Rent . 

106 

108 

104 

104 

104 

of  which  :  Food . 

101 

99 

103 

102 

Services  .... 

102 

102 

100 

100 

100 

Rent . 

101 

100 

98 

98 

France 

Sweden 

Total . 

104 

104 

102 

102 

102 

Total . 

105 

104 

101 

102 

103 

104 

105 

101 

101 

102 

of  which  :  Food . 

108 

108 

101 

103 

104 

116 

118 

113 

112 

114 

Rent . 

101 

102 

107 

106 

104 

Services  .... 

103 

103 

102 

102 

102 

Western  Germany 

Switzerland 

Total . 

102 

102 

102 

102 

103 

Total . 

100 

102 

101 

101 

102 

of  which  ;  Food . 

103 

104 

99 

100 

103 

99 

101 

101 

101 

101 

Rent . 

102 

102 

112 

113 

107 

103 

103 

102 

103 

103 

Services  .... 

102 

102 

103 

103 

104 

Services  .... 

101 

102 

102 

102 

102 

Greece 

Turkey 

Total . 

101 

101 

104 

103 

101 

Total 

113 

110 

100 

102 

of  which  :  Food . 

100 

100 

107 

105 

lOOe 

of  which  :  Food . 

118 

113 

101 

106 

Rent . 

104 

103 

101 

102 

102  « 

Rent . 

100 

100 

100 

100 

Services  .... 

103 

104 

101 

101 

101  c 

United  Kingdom . 

Ireland 

Total . 

100 

101 

102 

103 

104 

Total . 

98 

100 

103 

103 

103 

of  which  :  Food . 

98 

99 

100 

102 

102 

of  which  :  Food . 

94 

96 

105 

104 

Rent . 

103 

103 

104 

104 

105 

Rent . 

103 

103 

103 

103 

Services  .... 

103 

102 

105 

105 

105 

Italy 

Yugoslavia 

Total . 

102 

102 

102 

102 

102 

Total . 

108 

109 

107 

no 

no 

of  which  :  Food  ^  .... 

101 

101 

100 

100 

of  which  :  Food . 

103 

107 

108 

109 

110 

Rent . 

111 

110 

109 

109 

Rent . 

263 

263 

100 

100 

100 

Services  .... 

108 

107 

100 

101 

Services  .... 

103 

100 

109 

115 

119 

Sources :  National  statistics. 


Note.  —  Since  the  definition  of  “  services  ”  included  in  the  above  index  numbers  varies  from  country  to  country,  inter-country  comparisons  of  this  component 
should  be  made  with  caution. 

“  Including  drink.  ^  Excluding  rent.  ^  July-August,  Including  drink  and  tobacco. 


caused  domestic  costs  per  unit  of  output  to  rise.  Fears 
of  similar  increases  in  costs  are  becoming  more  com¬ 
mon  in  other  countries  —  both  those  with  a  pro¬ 
nounced  shortage  of  labour,  such  as  the  Netherlands, 
Norway  and  western  Germany,  and  others,  such  as 
Denmark  and  Ireland. 

As  can  be  seen  from  Table  19,  the  rise  in  the  cost- 
of-living  index  between  the  second  quarter  of  1960 
and  the  second  quarter  of  1961  was  typically  about 

2  per  cent,  with  an  increase  of  only  1  per  cent  in 
Switzerland,  Belgium  and  the  Netherlands,  but  nearer 

3  percent  in  Austria,  the  United  Kingdom  and  Ireland. 


For  special  reasons,  the  index  rose  in  Yugoslavia 
by  10  per  cent.*‘  In  general,  the  rate  of  increase  of 

The  rise  in  retail  prices  in  Yugoslavia  was  only  partly  due 
to  general  demand  pressure.  The  reforms  initiated  in  1960  and 
January  1961  included  the  abolition  or  raising  of  price  ceilings 
for  a  number  of  services  and  commodities  (e.g.  coal,  steel, 
some  agricultural  products  and  processed  foods),  prices  of 
which  had  been  kept  particularly  low  at  both  the  producer  and 
retail  stage  and  are  now  to  find  a  new  level  as  the  insulation  of 
the  Yugoslav  from  the  world  economy  is  progressively  lessened. 
Controls  of  retail  prices  of  a  number  of  other  commodities 
were  relaxed.  The  process  of  adjustment  of  relative  prices  and 
alignment  to  the  world  market  is  expected  to  continue  over  a 
number  of  years. 
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retail  prices  in  western  Europe  in  the  last  year  was 
slightly  below  that  of  the  preceding  twelve  months, 
particularly  in  France  and  Finland.®* 

The  table  also  illustrates  that  in  virtually  all  coun¬ 
tries  retail  prices  of  food  have  continued  to  rise  rela¬ 
tively  little.  In  contrast,  the  cost-of-living  index  has 
been  more  affected  by  costlier  rents  (particularly 
in  France,  Italy  and  western  Germany)  and  miscella¬ 
neous  services,  where  labour  productivity  is  less  easily 
raised  to  meet  wage  increases  that  tend  to  be  on  the 
same  scale  as  those  in  commodity-producing  sectors. 
In  some  countries,  however,  a  stronger  upward  ten¬ 
dency  in  retail  food  prices  is  observable  in  recent 
months  and  carmot  be  explained  by  purely  seasonal 
factors.  In  the  United  Kingdom,  for  example,  the  rise 
in  the  food  component  of  the  index  since  May  appears 
to  be  simply  part  of  the  general  increase  in  prices  and 
costs,  whereas  in  Austria  controlled  prices  of  flour 
and  milk  products  were  allowed  to  rise  in  July  1961 
to  compensate  for  cost  increases  in  the  agricultural 
sector.®®  In  France,  as  in  Austria,  the  tendency  for 
food  prices  to  rise  is  clearer  if  fruit  and  vegetables  are 
excluded,  and  is  somewhat  paradoxical  in  view  of  the 
present  abundance  of  most  staple  foods,  but  as  in 
other  countries  farm  support  policies  insulate  market 
prices  to  a  great  extent  from  the  impact  of  supply. 

In  a  previous  section  the  pressure  of  demand  was 
shown  to  be  greatest  in  the  building  and  other  capital- 
goods  industries.  In  the  latter  sector,  however,  such 
pressure  is  usually  reflected  first  in  lengthening  order 
books  and  delivery  delays.  None  the  less  prices  of 
capital  goods  have  been  rising  faster  than  those  of 
other  manufactured  products : 

Changes  in  wholesale  prices  of  manufactured  products 
in  selected  western  European  countries 


Percentage  changes  between  the  first  half  1960  and  the  first 
half  1961 


Total 

of  which: 

Machinery,  equipment, 
and  vehicles 

Belgium . 

.  -1.9“ 

-0.4* 

Denmark . 

.  -1-1.9 

-1-2.3 

Finland . 

.  -1-1.4 

-f4.8 

Western  Germany  .  .  . 

.  -f2.4“ 

-f4.0 

Italy . 

.  -0.4“ 

-f2.2 

Netherlands . 

— 

-fO.2* 

Norway . 

.  -0.9 

+  1.2 

Sweden  . 

.  -f2.9 

+3.1 

United  Kingdom  .  .  . 

Sources :  National  statistics. 

.  -1-2.4 

+2.9 

^  Industrial  products. 

^  Metal-using  industries. 


“The  Swedish  index  for  1960  shown  in  Table  19  is  affected 
by  the  introduction  of  a  4  per  cent  turnover  tax  at  the  beginning 
of  that  year. 

**  The  Austrian  cost-of-living  index  actually  fell  very  slightly 
between  June  and  July,  but  if  fruit  and  vegetable  prices,  which 
this  year  are  unusually  low,  are  excluded,  it  rose  by  1  per  cent — 
and  between  August  1960  and  August  1961  by  4.6  per  cent. 


Demand  pressure  in  the  building  industry  results 
both  in  a  longer  average  time  taken  for  completion  of 
projects  and  in  rising  costs,  on  account  of  the  dispersal 
of  work  over  too  many  projects  and  the  difficulty  of 
absorbing  increases  in  wages  by  means  of  gains  in 
productivity.  The  building  industry,  which  is  relatively 
labour-intensive,  responds  rather  slowly  to  change, 
and,  as  the  following  table  indicates,  building  costs  in 
almost  all  countries  have  also  risen  rather  faster  than 
average  costs  of  final  output.®^  This  is  particularly  true 
of  such  countries  as  Denmark,  western  Germany, 
Switzerland,  Austria  and  Norway,  where  the  over¬ 
load  on  the  building  industry  has  been  particularly 
heavy.  Indeed,  the  only  exceptions  to  this  general 
tendency  are  the  United  Kingdom  (where  the  industry 
is  also  overstretched)  and  France  (where,  on  the  con¬ 
trary,  resources  have  not  been  strained).  In  both  of 
these  countries,  the  data  indicate  a  genuine  and  im¬ 
pressive  increase  in  the  productivity  of  the  building 
industry  ;  in  the  United  Kingdom  the  volume  of  out¬ 
put  achieved  by  contractors  between  the  second  quar¬ 
ters  of  1960  and  1961  had  risen  by  8  per  cent,  with 
an  increase  in  the  labour  force  of  only  2  per  cent  and 
a  rise  in  average  weekly  earnings  in  the  construction 
industry  of  about  7  per  cent. 


Percentage  changes  in  the  ratio  of  building  costs 
to  wholesale  prices 

Corresponding  period  of  previous  year  =  100 


I960 

1961 

First  half 

Second  half 

First  half 

Austria  “ . 

.  .  +2.8 

+8.3 

+4.6 

Denmark  “ . 

.  .  +3.5 

+4.4 

+4.6 

Finland . 

.  .  -1.3 

+0.8 

+4.0 

France  . 

.  .  -3.1 

-1.6 

-0.1 

Western  Germany  .  . 

.  .  +7.0 

+4.5 

+  3.1 

Ireland  “ . 

.  .  +4.0 

+  3.1 

+0.4 

Italy  “ . 

.  .  +1.2 

+4.5 

+2.7 

Netherlands  “  .  .  .  . 

.  .  +2.7 

+6.9 

+3.4 

Norway  “ . 

.  .  +3.8 

+4.6 

+  3.3 

Portugal  “ . 

.  .  -2.0 

+0.5 

+  5.6 

Sweden . 

.  .  +4.6 

+4.5 

-0.2 

Switzerland  “  .  .  .  . 

.  .  -0.6 

+4.6 

+7.0 

United  Kingdom  .  .  . 

.  .  — 

-0.9 

-0.5 

Sources:  ECE,  Quarterly  Bulletin  of  Housing  and  Building  Statistics  for 
Europe',  and  national  statistics. 

Dwelling  construction  only. 

A  rough  idea  of  the  general  movement  of  indus¬ 
trial  costs  per  unit  of  output  may  be  obtained  by  com¬ 
paring  the  relative  movements  of  earnings  and  of  out¬ 
put  per  man  in  industry,  as  shown  in  Table  18.  The 
costs  of  materials  —  which  for  manufacturing  as  a 
whole  means  mainly  imported  commodities  —  are  also 
relevant,  and  they,  by  and  large,  have  declined.  More¬ 
over,  higher  costs  of  labour  and  materials  per  unit 

**This  comparison  is  only  an  approximate  indication  of 
building  and  other  costs.  The  indices  of  building  costs  fre¬ 
quently  exclude  profits,  and  those  of  wholesale  prices  are 
frequently  a  mixture  of  input  and  output  prices. 


0 
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of  output  may  be  absorbed  by  a  reduction  in  profits 
and  hence  need  not  be  passed  on,  or  at  any  rate  not 
immediately.  This  has  probably  happened  in  Austria, 
Denmark,  western  Germany  and  Switzerland,  since 
output  prices  have  so  far  risen  little  —  and  in  any 
event  less  than  labour  costs  —  a  development  which 
cannot  be  wholly  explained  by  the  fall  in  import 
prices. 

In  the  Netherlands,  the  United  Kingdom  and  Swe¬ 
den,  substantial  wage  awards  have  in  the  last  year  led 
to  large  increases  in  domestic  costs.  Increases  in  wages 
and  labour  productivity  in  the  United  Kingdom  moved 
roughly  in  step,  while  output  rose  steeply,  between 
the  last  quarters  of  1958  and  1959.  Since  then,  how¬ 
ever,  wages  have  continued  to  go  up  at  about  the 
same  rate,  whereas  output  per  unit  of  labour  (even 
allowing  for  some  shortening  of  weekly  hours  worked) 
either  changed  little  or,  with  production  at  a  stand¬ 
still  and  employment  still  increasing,  actually  fell  — 
at  least  until  the  early  months  of  1961.  Consequently, 
taking  the  economy  as  a  whole,  labour  costs  per  unit 
of  output  (as  measured  by  income  from  employment) 
have  risen  about  6  per  cent  since  production  virtually 
stopped  rising  at  the  end  of  1959  (see  table  below). 
Most  of  this  rise  occurred  during  the  winter  of  1960/61; 
between  April  and  October  1960  average  weekly 
earnings  rose  by  slightly  over  2  per  cent,  but  during 
the  following  six  months  a  number  of  major  settle¬ 
ments  raised  average  earnings  by  some  3.5  per  cent. 
There  have  since  been  few  large  wage  awards  in  the 
United  Kingdom,  but  claims  for  substantial  increases 
in  a  number  of  major  industries  have  been  lodged  or 
are  in  prospect.  The  possibility  of  a  fresh  round  of 
settlements  in  excess  of  the  probable  increase  in  labour 
productivity  weighed  heavily  in  the  decision  to  intro¬ 
duce  a  wage  “  pause  ”  in  the  public  sector  (and  to 
attempt  to  achieve  a  similar  standstill  in  the  private 
sector)  from  last  July. 


Productivity,  costs  and  prices  in  the  United  Kingdom 
Index  numbers,  fourth  quarter  1959  =  100 

I960  1961 


Output  per  person  employed  “ 

7/ 

IV 

/ 

It 

Manufacturing . 

102 

100 

100 

102 

All  industries  and  services  .  . 

101 

100 

101 

102 

Output  per  man-hour  worked  in 

manufacturing  “  . 

102 

102 

102 

103 

Income  from  employment  per 

unit  of  output® . 

103 

105 

107 

107 

Prices  of  materials  used  in  manu- 

facturing . 

100 

98 

98 

98 

Import  prices . 

99 

99 

97 

98 

Output  prices  of  manufactured 

products  . 

101 

102 

103 

104 

Price  index  of  final  output  of 

goods  and  services . 

101 

102 

103 

104* 

Cost-of-living  index . 

101 

102 

102 

104 

Sources  :  National  Institute  Economic  Review,  September 
Monthly  Digest  of  Statistics,  September  1961. 

1961;  and 

**  Seasonally  adjusted. 


As  in  other  countries,  the  impact  on  final  prices  of 
these  rises  in  labour  costs  in  the  United  Kingdom  has 
been  mitigated  by  the  fall  in  import  prices  and  prob¬ 
ably  also  by  the  absorption  of  some  of  the  additional 
costs  by  profits.*®  The  cost-of-living  index  was  fairly 
stable  throughout  1960,  but  since  then  has  been  rising. 
Although  influenced  by  the  continued  rise  in  the  level 
of  rents  and  of  other  services,  the  increase  has  been 
fairly  general  (including  a  rise  in  the  average  retail 
prices  of  food,  which  had  hardly  varied  during  the 
previous  three  years).  Increases  in  rail  fares  and  in 
the  prices  of  alcoholic  drink  in  the  near  future  will 
also  push  up  the  index  which,  taking  account  of  the 
higher  indirect  taxes  announced  in  July,  may  well 
show  a  rise  of  some  4  to  5  per  cent  during  the  whole 
of  1961,  thus  providing  for  the  first  time  in  recent 
years  a  cost-of-living  basis  for  fresh  wage  claims. 

In  Sweden,  average  hourly  earnings  for  all  indus¬ 
trial  workers  rose  by  11  per  cent  between  February 
1960  and  February  1961.  This  was  partly  the  result  of 
new  collective  agreements  reached  at  the  beginning 
of  the  period  ;  but  strong  demand,  particularly  in  the 
home  market,  led  to  substantial  wage  drift  in  the 
second  half  of  1960.  Moreover,  higher  basic  wage  rates 
and  employers’  contributions  for  1961,  together  with 
the  wage  drift  anticipated  in  conditions  of  continued 
strong  demand  for  labour,  are  expected  to  lead  to  a 
further  increase  —  of  about  11  per  cent  —  in  labour 
costs  during  the  year.  But  according  to  the  revised 
national  budget,  productivity  will  probably  rise  by 
only  3  per  cent. 

In  several  other  countries,  where  the  rise  in  costs 
has  so  far  been  moderate,  recent  or  prospective  wage 
awards  seem  likely  to  outstrip  gains  in  labour  produc¬ 
tivity.  For  example,  hourly  earnings  in  western 
German  industry  in  the  first  half  of  1961  were  some 
11  per  cent  above  those  of  the  first  half  of  1960,  but 
output  per  man-hour  rose  by  only  5  per  cent.  Since 
the  first  half  of  1960  productivity  gains  in  both  wes¬ 
tern  Germany  and  the  Netherlands  have  slowed  down 
while  the  increase  in  earnings  has  accelerated.  In 
France,  the  government  appealed  to  employers  in 
March  to  limit  the  rise  of  wages  to  4  per  cent  in  the 
present  year,  but  it  is  already  clear  that  the  increase 


'®  Inquiries  among  exporters,  undertaken  by  the  Federation 
of  British  Industries  last  June  and  again  in  October,  reported 
that  price  was  the  major  difficulty  in  securing  export  orders  and 
that  export  prices  were  tending  to  decline,  whereas  home  market 
prices  and  production  costs  were  rising.  This  suggests  that  at 
least  export  profit  margins  were  being  squeezed.  On  the  other 
hand,  it  seems  that  during  1961  overall  profit  margins  have 
recovered  after  having  been  squeezed  in  1960,  though  probably 
only  in  the  expanding  capital-goods  industries  (see  National 
Institute  Economic  Review,  September  1961).  Generally  speak¬ 
ing,  however,  rises  in  labour  and  in  other  incomes  tend  to 
move  in  step,  short-term  fluctuations  apart  (cf.  Fourth  Report 
of  the  Courutil  on  Prices,  Productivity  and  Incomes,  HMSO, 
July  1961). 
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will  be  of  the  order  of  7-8  per  cent.  In  Austria  average 
net  earnings  in  July  1961  were  some  10  per  cent  above 
the  July  1960  level  and  recent  collective  agreements 
in  various  industries  have  provided  for  increases  in 
wage  rates  ranging  from  7  to  14  per  cent.  In  Denmark, 
where  costs  and  prices  have  been  stable  during  the 
last  three  years  of  unprecedented  expansion,  agitation 
from  mid-1960  onwards  resulted  in  an  appreciable 
wage  drift.  The  new  agreement  reached  in  the  spring 
of  1961  provided  for  a  large  increase  in  basic  wages, 
although  it  is  not  yet  clear  what  its  implications  for 
actual  earnings  will  be.®®  In  Norway,  negotiations  are 
still  in  progress  for  a  new  wage  agreement,  in  part 
based  on  recent  movements  in  the  cost-of-living  index. 
Wage  settlements  elsewhere  do  not  appear  to  have 
been  inflationary. 

In  sum,  there  is  a  risk  in  many  countries  of  de¬ 
mands  for  wage  awards  on  the  scale  to  which  labour 
has  been  accustomed,  but  which  are  not  consistent 
with  a  slower  growth  of  productivity.  Concern  on  this 
score  is  a  comparatively  new  feature  in  Austria  and, 
to  a  lesser  extent,  western  Germany  and  France  — 
countries  which  formerly  were  relatively  free  from  cost 
inflation,  and  where  pressure  on  the  price  level 
stemmed  more  from  the  side  of  demand.  In  nearly  all 
countries  the  firmness  of  demand  and  the  generally 
high  level  of  economic  activity  have  created  condi¬ 
tions  favourable  to  wage  drift  and  pressure  on  the 
price  level. 

How  far  wage  increases  can  be  absorbed  without  a 

*•  The  agreement  provides  for  an  increase  in  basic  wages  for 
non-agricultural  workers  of  about  10  per  cent  and  replaces  the 
former  three-year  agreement  which  expired  in  March  1961. 
During  the  period  of  the  former  agreement  a  considerable  drift 
in  wages  had  taken  place  and  it  is  still  uncertain  whether  or  not 
the  new  wage  increases  will  be  net  of  such  increases  as  were  then 
conceded.  This  does  not  apply  to  the  important  iron  and  steel 
industry,  where  a  so-called  movable  wage  scheme  is  in  operation. 


rise  in  the  price  level  will  depend  on  rising  labour 
productivity  and  the  possibility  of  reducing  other  costs, 
including  profits.  With  the  recovery  of  demand  in  the 
United  States,  commodity  prices  may  stabilize  or 
become  slightly  firmer,  so  that  further  relief  from 
import  prices  is  uncertain.  On  the  other  hand,  the 
effects  of  competition  stimulated  by  reciprocal  tariff 
reductions  and  the  gradual  elimination  of  other  trading 
barriers  within  the  two  western  European  trading  areas 
and  within  GATT  should  limit  the  impact  of  increases 
in  domestic  costs  or  demand  on  final  prices  (provided 
balances  of  payments  are  undisturbed).  In  the  long 
run  such  measures  should,  of  course,  eliminate  un¬ 
competitive  production  and  so  alleviate  the  pressure 
on  costs  and  prices  ;  and  in  the  first  place  they  should 
either  stimulate  higher  productivity  or  lead  to  a  re¬ 
duction  in  profit  margins.  If  the  latter  occurs,  the 
relief  may  be  only  temporary  and  it  is  unlikely  that 
structural  change  will  take  place  so  fast  as  to  prevent 
any  rise  in  industrial  costs  from  being  passed  on  in  the 
meantime.  Besides,  such  measures  as  can  be  taken  to 
stimulate  competitiveness  and  productivity  in  industry 
are  generally  impracticable,  or  operate  with  much 
less  efficiency,  in  the  service  sector.  Hence,  although 
the  rise  in  domestic  costs  in  the  commodity-producing 
sectors  may  turn  out  to  be  lower  than  feared,  some 
further  rise  in  the  general  price  level  in  several 
countries  seems  likely.  For  countries  with  persistent 
payments  surpluses,  such  as  western  Germany  and 
the  Netherlands  —  and  latterly  even  France  —  a 
moderate  rise  in  the  cost  and  price  level  need  not  be 
regarded  with  anxiety  (though  the  revaluations  of  last 
March  were  clearly  intended  as  a  more  desirable 
alternative) ;  but  the  consequences  in  the  Scandinavian 
countries  and  the  United  Kingdom,  whose  balances 
of  payments  are  more  precarious,  would  clearly  be 
more  serious. 


8.  Agriculture 


Harvest  Prospects 

Agricultural  prospects  for  1961/62  are  better  in 
the  industrialized  countries  of  western  Europe  than  in 
southern  Europe.  This  is  largely  because  the  harvest 
of  cereals  (and  the  wheat  crop  in  particular),  which 
are  much  less  important  in  total  agricultural  output 
in  the  industrial  countries,  will  almost  everywhere  be 
poorer  than  last  year.  On  the  basis  of  preliminary  and 
incomplete  information,  cereal  production  is  not  ex¬ 
pected  to  surpass  the  level  of  1960  or  of  previous  peak 
years  in  any  southern  European  country  (unless  Italy 
is  so  defined).®^  In  Spain  and  Turkey  in  particular. 


In  Yugoslavia,  total  agricultural  output  will  be  a  little  lower 
than  in  1960  (with  a  steady  increase  in  livestock  largely  offsetting 


the  unsatisfactory  harvest  (over  10  per  cent  less  than 
in  1960)  will  have  important  implications  for  the 
growth  of  domestic  product  or  for  the  balance  of 
payments.  In  Italy,  wheat  yields  are  expected  to  be 
some  25  per  cent  higher  than  the  disastrous  1960  crop, 
and  output  about  one-sixth  higher,  but  still  well  below 
the  record  1958  crop.  On  the  other  hand,  owing  to 
increased  output  of  fruit,  vegetables  and  livestock, 
total  agricultural  production  is  expected  to  exceed  the 
1960  level  by  some  6-7  per  cent. 


a  lower  output  of  crops),  and  will  fall  short  of  the  record  pro¬ 
duction  of  1959.  In  Greece,  wheat  output  will  be  only  slightly 
below  last  year’s  level  (in  spite  of  a  smaller  area)  but  total 
agricultural  output  perhaps  some  15  per  cent  higher,  thanks  to 
good  crops  of  olive  oil,  tobacco  and  currants,  and  a  15  per  cent 
increase  in  the  area  sown  to  cotton. 
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Cereal  harvests  in  the  industrial  countries  are  pri¬ 
marily  of  interest  in  relation  to  trade  flows  and,  in 
particular,  to  requirements  of  overseas  imports.  In  this 
group  of  countries  the  wheat  crop  is  expected  to  be 
about  10  per  cent  smaller  than  last  year,  and  to  be 
down  by  nearer  20  per  cent  in  the  principal  exporting 
country  —  France  —  and  in  the  two  largest  importing 
countries  —  the  United  Kingdom  and  western  Ger¬ 
many,  Western  European  imports  of  wheat  will  con¬ 
sequently  rise  appreciably  during  the  agricultural  year 
1961/62,  most  of  the  additional  supplies  coming  from 
North  America,  since  poor  harvests  have  also  cut  the 
export  surplus  of  Argentina.*®  For  other  agricultural 
products,  however,  western  Europe’s  net  imports  are 
likely  to  remain  stationary  or  to  decline.  Higher  re¬ 
quirements  of  feed  grain  in  western  Germany,  resulting 
from  a  modest  crop  of  coarse  grain  and  a  bad  potato 
crop  on  the  one  hand,  and  a  higher  pig  population  on 
the  other,  could  largely  be  met  from  larger  export  sur¬ 
pluses  in  France,  where  barley  and  maize  were  sown 
in  many  areas  instead  of  winter  wheat,  owing  to 
weather  conditions. 

Agricultural  Policies 

Chapter  III  of  the  Economic  Survey  of  Europe  in 
1960  was  devoted  to  the  long-term  problems  of 
western  European  agriculture  and  to  the  policies  con¬ 
sidered  desirable  if  certain  structural  changes  are  to 
be  effected.  In  two  industrial  countries  which  have  an 
important  farm  sector  (Denmark  and  France),  and  in 
one  southern  European  country  (Greece),  recent 
developments  in  agriculture  have  been  relevant  not 
only  to  the  more  immediate  aim  of  preserving  internal 
economic  balance,  but  also  to  these  longer-term  pro¬ 
blems. 

In  Denmark,  dissatisfaction  among  farmers  on 
account  of  difficulties  in  export  marketing  led  to 
united  action  last  May  to  stop  virtually  all  deliveries 
of  farm  produce.  The  difficulties  which  Danish  farming 
has  experienced  in  recent  years  stem  partly  from  po¬ 
licies  of  agricultural  protection  in  other  countries, 
which  either  directly  limit  export  outlets  for  Danish 
produce  or  depress  world  prices  by  subsidizing  export 
surpluses.  Since  nearly  three-fourths  of  Danish  agri¬ 
cultural  produce  is  exported,  average  prices  received 
by  Danish  farmers  have  been  determined  primarily 
by  what  export  markets  will  pay ;  but  farmers  have 
found  it  increasingly  difficult  to  match  increases  in 
costs  with  further  increases  in  the  already  high  level 
of  productivity  and  efficiency,  while  the  volume  and 
prices  of  their  exports  remain  relatively  depressed. 
The  immediate  source  of  dissatisfaction  (apart  from 

**  A  partly  offsetting  factor,  however,  is  the  better  quality 
of  the  1961  wheat  crop  —  in  France,  for  example  —  which 
means  that  less  has  to  be  used  for  animal  feed  and  replaced  by 
higher-quality  imports. 


the  desire  of  the  farm  community  to  participate  in  the 
general  rise  of  money  incomes)  was  the  depressed 
market  fo**  dairy  produce,  where,  after  two  years  of 
only  partial  recovery  to  former  levels,  prices  have 
again  collapsed.*®  Moreover,  increased  output  of  ba¬ 
con  (in  August  1961  the  pig  population  was  more  than 
15  per  cent  greater  than  a  year  earlier,  in  spite  of  a 
premium  in  June  for  the  delivery  of  sows  in  pig)  was 
threatening  to  empty  the  coffers  of  the  co-operative 
marketing  organization. 

Until  1961  there  was  no  direct  government  support 
of  farm  incomes  in  Denmark,  apart  from  some  regula¬ 
tion  of  grain  prices  since  June  1958,  and  the  conces¬ 
sions  made  last  May  —  certain  details  of  which  have 
still  to  be  worked  out  —  represent  a  major  departure  of 
principle.  Formally,  the  new  arrangements  are  to  last 
for  two  years.  Taxes  on  agricultural  real  estate  for  the 
first  half  of  1961  are  to  be  refunded,  and  suspended  in 
the  ensuing  eighteen  months.  There  is  to  be  a  flat 
exchequer  subsidy  of  80  kroner  per  milch  cow,  and  a 
direct  payment,  related  to  land  values,  to  farmers ; 
10  per  cent  of  fertilizer  costs  are  to  be  reimbursed  in 
the  current  year ;  and  prices  of  domestic  coarse  grain 
will  be  held  at  their  present  level  by  continuation  of 
the  levy  on  imported  feed  grain.®*  With  effect  from 
August  1961,  an  equalization  scheme  has  been  intro¬ 
duced  whereby  pig-meat  prices  on  the  domestic  market 
will  become  less  dependent  on  the  export  price  of 
bacon.  The  underlying  expectation  is  that  domestic 
consumers  will  pay  higher  prices  for  a  more  or  less 
stable  quantity,  and  that  no  government  subsidy  will 
therefore  be  required.  Proposals  are  also  under  con¬ 
sideration  for  reducing  the  effect  on  average  prices 
received  by  farmers  of  the  prospective  rise  in  pig 
supplies  by  limiting  the  scope  of  the  guarantee  of  the 
price  currently  fetched  for  bacon  in  the  British  market 
to  total  quantities  delivered  in  1959-1960.  Any  such 
scheme,  even  allowing  for  higher  pig-meat  prices  in 
the  home  market,  would  almost  certainly  involve 
assistance  from  public  funds  —  a  contingency  which 
was  provided  for  in  the  agreement  between  the 
farmers’  representatives  and  the  Government  last 
May.®°“ 


*’  Complaints  by  both  Denmark  and  New  Zealand  of  dump¬ 
ing  in  the  British  market  by  other  producers  have  led  the  British 
Government  to  refer  the  matter  to  GATT  for  the  second  time 
this  year. 

•®  In  Chapter  III  of  the  Survey  for  1960,  it  was  suggested 
that,  in  contrast  with  southern  Europe,  where  the  emphasis 
of  agricultural  policy  is  on  raising  the  volume  of  output  as  well 
as  on  changing  its  pattern,  fertilizer  subsidies  were  inappro¬ 
priate  to  industrial  countries,  in  so  far  as  they  encourage  higher 
output  without  any  reduction  in  costs.  To  the  extent  that 
farmers  would  in  any  case  buy  fertilizer,  they  amount  to  a  flat 
income  subsidy. 

*®“  At  the  time  of  going  to  press  the  proposals  relating  to  the 
marketing  of  pig-meat  had  not  obtained  the  unanimous  approval 
of  the  various  producer  and  marketing  interests  concerned  and 
no  legislation  is  at  present  foreseen. 
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The  full  cost  to  the  public  purse  of  these  diverse 
subsidies  will  be  limited  to  about  400  million  kroner, 
or  some  5-6  per  cent  of  total  budget  outlays ;  these 
concessions  themselves  may  well  stimulate  an  increase 
in  output  and  slow  down  the  further  adaptation  of 
the  agricultural  sector  to  changing  market  conditions. 
The  extra  income  accruing  to  the  farm  sector  will 
probably  amount  to  some  8  per  cent  of  its  gross 
domestic  product,  thus  confronting  the  government 
with  the  problem  of  distributing  the  financial  burden 
between  higher  consumer  prices  and  higher  taxes. 
This  problem  is  aggravated  inasmuch  as  a  widening 
of  the  budget  deficit  is  scarcely  possible  in  view  of 
the  increased  pressure  on  resources  that  higher 
money  incomes  throughout  the  economy  are  likely 
to  generate. 

Discontent  among  French  farmers  was  brought  to  a 
head  during  the  summer  by  the  fall  of  prices  for 
fruit  and  vegetables  (which  are  not  supported)  to 
exceptionally  low  levels  as  a  result  of  the  abundant 
harvest ;  there  was  also  deep-seated  dissatisfaction 
with  the  slow  progress  made  in  reducing  distributive 
margins  between  the  producer  and  the  ultimate  con¬ 
sumer.  Although  there  is  undoubtedly  considerable 
scope  for  raising  the  efficiency  of  the  French  system 
for  distributing  agricultural  produce,  it  is  open  to 
question  whether  —  without  specific  support  —  the 
resultant  gains  would  accrue  to  the  farm  sector  rather 
than  to  consumers  at  large.  Discussions  are  being 
held  between  farmers’  representatives  and  the  Govern¬ 
ment  on  the  pace  at  which  financial  assistance  can  be 
provided  for  the  investment  and  other  expenditure 
implied  in  the  long-term  improvement  of  the  marke¬ 
ting  system.  Although  the  talks  have  not  yet  been 
concluded,  some  decisions  which  will  have  financial 
implications  have  already  been  taken.  These  include 
greater  stockpiling  of  commodities  or  subsidizing  of 
exports,  and  improved  social  security  provisions  for 
farmers,  as  well  as  a  reduction  in  the  tax  on  wine,  a 
slight  rise  in  the  support  price  for  wheat,  and  an 
increase  of  roughly  4  per  cent  in  the  farm  price  of 
milk. 

The  foregoing  concessions  and  price  increases 
fall  short  of  the  farmers’  demands,  but  none  the  less 
place  a  large  burden  on  the  budget.  The  increase  in 
expenditure  in  1962  —  nearly  2  billioii  new  francs  — 
represents  more  than  2  per  cent  of  the  present  volume 
of  total  government  outlays.  For  the  time  being  no 
major  increase  in  taxation  will  be  required  in  order  to 
stabilize  the  budget  deficit,  since  revenue  is  buoyant 
and  during  1962  economies  are  to  be  made  elsewhere ; 
but  reductions  of  some  direct  taxes  due  next  year  have 
been  postponed.  An  increase  in  the  price  of  tobacco 
was  announced  in  the  1962  budget,  which  was  pre¬ 


sented  to  the  legislature  at  the  beginning  of  October, 
and  an  increase  in  public  transport  charges  has  been 
foreshadowed.  The  retail  price  of  milk  will  also  be 
allowed  to  rise,  following  the  recent  increase  in  the 
price  to  producers. 

In  Greece,  a  comprehensive  social  insurance  scheme 
for  the  farm  population  (i.e.  about  one-half  of  the  total 
population)  was  adopted  in  May  1961.  Nearly  half  of 
the  estimated  cost  of  the  scheme  is  to  be  provided 
directly  by  the  farm  population  itself  through  insur¬ 
ance  contributions,  and  to  this  extent  the  scheme 
merely  re-distributes  farm  income.  Most  of  the  re¬ 
mainder  of  the  cost  will  be  found  from  new  fiscal 
revenue,  mainly  in  the  form  of  taxes  on  drink  and 
tobacco  and  imported  luxury  goods,  thus  constituting 
(except  for  that  part  paid  by  the  farm  population  as 
consumers)  a  transfer  of  income  from  the  urban  to 
the  rural  sector.  Payments  of  old-age  pensions,  which 
are  expected  to  rise  by  3  per  cent  a  year,  will 
correspond  to  some  3-4  per  cent  of  the  current  gross 
domestic  product  of  agriculture,  or  one-fourth  of  the 
value  of  gross  fixed  agricultural  investment.  The  net 
effect  in  transferring  resources  to  consumption  will, 
of  course,  be  much  smaller,  since  expenditure  on  pen¬ 
sions  alone  is  almost  covered  by  contributions.  But 
since  contributions  are  based  on  the  scale  of  a  flat 
2  per  cent  rate  on  assumed  gross  farming  income, 
there  will  almost  certainly  be  some  redistributive  effect 
in  favour  of  consumption  from  income  that  might 
otherwise  have  been  saved. 

In  view  of  the  standstill  of  Greek  agricultural  output 
in  the  last  three  years,  certain  measures  have  been 
taken  to  improve  the  income  of  poorer  farmers, 
pending  implementation  of  the  long-term  measures  to 
raise  agricultural  incomes.  These  measures  include 
lowering  interest  rates  on  loans  (with  effect  from 
March  1961)  and  a  special  three-year  programme  of 
low-interest  medium-term  loans  for  the  purchase  of 
livestock,  poultry  and  vegetable  gardens  by  poorer 
farm  families  dependent  on  a  single  crop.  The 
minimum  price  for  the  1961  wheat  crop  has  been 
raised  to  the  level  from  which  it  was  reduced  last 
year,  since  it  was  considered  necessary  to  correct  the 
adverse  price  relationship  between  wheat  and  other 
agricultural  commodities.  Although  this  measure  will 
help  to  raise  farm  income  and  consumption,  it  seems 
a  regrettable  necessity,  given  the  need  to  discourage 
wheat  production  in  the  interest  of  other  crops. 

Producer  prices  for  wheat  have  also  been  raised  by 
10  per  cent  in  Turkey  for  the  1961/62  period,  on  the 
grounds  that  they  should  be  brought  into  a  better 
relationship  with  the  prices  of  other  cereals — and 
incidentally  nearer  the  world  wheat  price. 


9.  Western  Europe’s  Trade  and  Payments 


Continental  Western  Europe 

The  world  payments  situation  in  the  first  half  of 
1961  was  dominated  by  the  weakness  first  of  the 
dollar  and  then  of  sterling,  but  the  payments  position 
of  continental  western  European  countries  remained 
strong.®*  In  none  of  the  continental  countries  has 
expansion  been  limited,  as  in  the  United  Kingdom, 
by  balance-of-payments  considerations,  nor  (with  the 
possible  exception  of  Norway  and  Denmark)  are  there 
any  signs  that  it  may  be  in  the  near  future.  In  several 
countries  —  particularly  the  Netherlands,  Norway  and 
Switzerland  —  the  rise  in  domestic  demand  was  met 
only  by  a  substantial  widening  of  the  trade  deficit 
(see  Table  20)  or,  as  in  France,  a  reduction  of  the 
surplus ;  but  the  impact  on  the  current  balance  of 
payments  was  usually  less,  owing  to  higher  receipts 
from  invisible  items.  Exchange  reserves  markedly  in¬ 
creased  in  France,  partly  on  account  of  a  high  capital 
inflow,  and  fell  steeply  in  Portugal ;  declines  else¬ 
where  were  negligible.  The  western  European  boom 
continues  to  benefit  from  advantageous  terms  of  trade, 
so  that  a  higher  volume  of  imports  in  almost  all  coun¬ 
tries  (except  in  some  southern  European  countries  — 
notably  Turkey)  has  been  partly  offset  by  lower  unit 
values.  (See  Chart  4.) 

In  contrast  with  other  countries,  however,  western 
Germany’s  trade  surplus  and  its  balance  on  goods  and 
services  were  larger  in  the  first  six  months  of  1961 
than  a  year  earlier,  since  exports  rose  even  faster  than 
imports.  But  in  spite  of  a  surplus  in  the  balance  on 
goods  and  services  of  more  than  $1  billion,  official 
foreign  exchange  reserves  increased  by  no  more  than 
$110  million  during  the  period.®^  This  was  largely  due 
to  a  non-recurrent  outflow  of  capital  in  the  form  of 
advance  repayment  of  postwar  debt  to  the  United 
States,  the  United  Kingdom  and  France  (about  $800 
million  in  total)  *®  and  to  a  marked  improvement  of 


**  Since  the  development  of  Europe’s  trade  in  the  first  half  of 
1961  was  the  subject-matter  of  the  last  issue  of  this  Bulletin 
(Vol.  13,  No.  1),  this  section  is  limited  to  a  cursory  review  of 
the  most  recent  developments. 

At  the  end  of  June  1961,  the  official  gold  and  foreign 
exchange  reserves  of  the  continental  OEEC  countries  stood  at 
$22.7  billion,  against  $18.9  billion  at  the  end  of  June  1960. 
The  1961  figure  would  have  been  some  $0.9  billion  larger  but 
for  credits  extended  to  the  United  Kingdom  under  the  Basle 
agreement. 

**  The  wider  trade  deficit  in  Belgium  is  explained  by  the 
impact  of  the  strikes  on  exports,  rather  than  of  domestic  demand 
on  imports. 

•*  Imports  into  western  Germany  rose  by  only  some  6  per 
cent  in  volume  between  the  first  half  of  1960  and  the  first  half 
of  1961,  mainly  because  imports  of  agricultural  products  were 
unchanged. 

In  April,  a  large  part  of  the  debts  arising  from  United  States 
postwar  economic  aid  was  repaid,  as  well  as  all  outstanding 
debt  to  the  United  Kingdom;  in  May  the  remaining  debt  to 


Chart  4 


Western  Europe’s  overseas  trade 

Index  numbers  of  volume,  1958  =  100,  seasonally  adjusted 


Ml  .11  —iM..  Imports  from  North  America 

«■■  ■  Imports  from  rest  of  the  world 

—  ■  I  Exports  to  North  America 

—  '  -  Exports  to  rest  of  the  world 

Sources :  OEEC  Statistical  Bulletins  —  Foreign  Trade,  Series  A,  June  1961 ; 
and  national  statistics. 


some  $200  million  in  the  (net)  foreign  exchange  posi¬ 
tion  of  the  commercial  banks. 

The  revaluation  of  the  Deutschemark  in  March  has 
not  yet  significantly  affected  the  western  German  trade 
balance,  though  the  payments  surplus  may  have 
reached  its  peak.  In  particular,  no  effect  on  exports 
is  yet  visible,  although  the  weakening  flow  of  export 
orders  suggests  that  the  currently  long  order  books 
may  shorten  as  new  orders  come  in  more  slowly.  Both 
entrepreneurs  (as  indicated  by  the  Konjunkturtests) 
and  official  or  semi-official  sources  expect  that  the 
expansion  of  exports  will  slow  down  in  the  next  sbc 
months.  Indeed,  the  rate  of  expansion  of  exports 
between  the  second  quarter  of  1960  and  the  second 
quarter  of  1961  (11  per  cent  in  volume)  was  slightly 


France  was  also  repaid.  (See  Monthly  Report  of  the  Deutsche 
Bundesbank,  July  1%1,  p.  46  et  seq.) 
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lower  than  in  the  boom  years  of  the  fifties.  But  a 
slowing  down  of  exports  in  1961  has  been  the 
experience  of  all  countries  of  industrial  western 
Europe ;  in  this  connexion  the  relative  advantage  of 
western  Germany  vis-a-vis  other  western  European 
countries  shows  no  sign  of  narrowing.  Similarly,  the 
rate  of  expansion  of  western  German  exports  between 
the  first  and  the  second  quarters  of  1961 — about 
6  per  cent  in  volume  —  shows  no  decline  relative  to 
the  increase  of  western  Europe’s  exports  as  a  whole 
over  the  same  period.  On  the  import  side,  the  10  per 
cent  increase  in  the  volume  of  total  imports  between 
the  first  and  second  quarters  of  this  year  was  doubt¬ 
less  partly  the  outcome  of  revaluation,  but  imports  of 
agricultural  produce  and  raw  materials  in  the  first 
quarter  had  been  relatively  low. 

In  the  Netherlands,  which  appreciated  its  currency 
at  the  same  time  as  westfern  Germany,  the  surplus  on 
goods  and  services  decreased  in  the  first  half  of  1961, 
compared  with  the  first  half  of  1960,  although  supply 
limitations  were  largely  responsible  for  nearly  doubl¬ 
ing  the  trade  deficit ;  and  exchange  reserves  fell  a 
little.  Capital  exports  were  in  the  form  both  of 
advance  repayments  of  debts  and  of  the  more  liberal 
grant  of  short-term  credits  to  other  countries  by  com¬ 
mercial  banks  —  a  policy  promoted  by  the  monetary 
authorities  in  order  to  reduce  domestic  liquidity  and 
to  take  advantage  of  interest-rate  differentials. 

The  foreign  trade  of  western  Germany  and  the  Netherlands '' 


I960  mi 


First 

Second 

First 

Second 

quarter 

quarter 

quarter 

quarter 

Millions  of  current  dollars 

Netherlands 

Exports  .... 

977 

964 

1  077 

1019 

Imports  .... 

1  110 

1  107 

1  294 

1  265 

Balance  .  .  . 

-133 

-143 

-217 

-246 

Western  Germany 

Exports  .... 

2  720 

2  743 

2  974 

3  218 

Imports  .... 

2  383 

2  533 

2  485 

2  767 

Balance  .  .  . 

-1-337 

4-210 

4-489 

4-451 

Source :  OEEC  Statistical  Bulletins,  Foreign  Trade,  Series  A. 
“  Exports  f.o.b.,  imports  c.i.f. 


No  Other  continental  country  experienced  more 
than  a  small  reduction  in  reserves  during  the  first  six 
months  of  1961,®®  and  France  and  Spain  —  two 
countries  that  have  pursued  stabilization  policies 
designed,  inter  alia,  to  strengthen  their  balance  of 
payments  —  have  substantially  added  to  their  reserves. 
Indeed,  the  strengthening  of  the  French  reserves 
during  the  first  half  of  1961,  notwithstanding  the 
repayment  (as  in  Spain)  of  debts  incurred  at  the 
beginning  of  the  stabilization  programme,  has 

••  Portugal  is  an  exception,  since  events  in  Angola  have  both 
hampered  exports  and  induced  substantial  withdrawals  of 
capital.  But  the  escudo  area’s  reserves  are  still  very  large  in 
relation  to  current  imports. 


accounted  for  almost  the  entire  increase  in  the  reserves 
of  continental  western  Europe.  French  reserves  are 
now  held  almost  exclusively  against  long-term  liabil¬ 
ities  and  are  sufficient  for  about  five  months’ 
imports.  The  (gross)  reserves  of  Spain  have  risen 
nearly  fourfold  from  their  end-1959  level  —  from 
$200  million  to  $750  million  in  August  1961.  The 
French  surplus  in  trade  with  the  rest  of  the  world 
(including  the  franc  area)  was  much  smaller  in  the 
first  half  of  1961  than  in  either  half  of  1960 ;  ®^  but 
a  small  surplus  was  earned  in  trade  between  metro¬ 
politan  France  and  third  countries  as  opposed  to  a 
small  deficit  in  the  first  half  of  1960.  This  surplus, 
together  with  increased  earnings  from  invisibles  and 
a  continued  net  inflow  of  private  long-term  capital, 
accounts  for  the  sharp  increase  of  reserves  during  the 
first  six  months  of  1961.®* 

Capital  imports  have  allowed  reserves  to  remain 
close  to  their  previous  level  in  Norway  and  Italy, 
despite  larger  deficits  in  the  balance  on  goods  and 
services  and  —  still  more  —  in  the  trade  balance  of 
both  countries.  The  balance  on  goods  and  services 
in  Norway  closed  with  a  deficit  of  about  $150  million 
in  the  first  half  of  this  year,  but  net  receipts  from 
foreign  loans,  especially  in  connexion  with  investment 
in  ships,  amounted  to  about  $140  million,  as  against 
$30  million  in  the  first  six  months  of  1960.  The  main 
source  of  concern,  however,  is  not  the  rise  of  imports, 
even  though  it  has  been  at  a  faster  rate  than  was 
foreseen,  but  the  failure  of  exports  —  particularly  in 
the  traditional  sectors  —  to  expand  at  the  expected 
rate.®® 

The  rapid  accumulation  of  foreign  exchange  reserves 
in  Italy  during  the  last  three  years,  as  a  result  of  large 
surpluses  in  the  current  balance  of  payments,  appears 
to  have  come  to  an  end  ;  and  the  considerable  increase 
in  the  inflow  of  long-term  capital  during  1961  has 
probably  been  due  to  investment  opportunities  con¬ 
nected  with  the  Common  Market.  The  second  half 
of  the  year,  however,  is  generally  more  favourable 
than  the  first,  owing  to  receipts  from  tourism  during 
the  summer,  and  it  is  likely  that  there  will  again  be 
a  current  payments  surplus  —  though  small  —  over 
the  year  as  a  whole. 


As  was  to  be  expected,  exports  from  France  did  not  rise  as 
fast  as  in  the  earlier  post-stabilization  period,  and  in  particular 
exports  to  the  franc  area  have  progressed  more  slowly. 

’*  See  Eludes  el  Conjoncture,  September  1961,  p.  906.  French 
official  foreign  exchange  reserves  have  continued  to  increase 
during  the  summer  months.  At  the  end  of  August  they  amounted 
to  $2,810  million,  in  spite  of  a  number  of  exceptional  payments 
including  $306  million  repaid  to  the  EPU  (see  Le  Monde, 
5  September  1961).  The  Minister  of  Finance  has  stated  that  the 
increase  is  expected  to  slow  down,  but  that  the  current  balance- 
of-payments  surplus  in  1961  will  probably  be  larger  than  in 
1960  (AGEFl,  29  September  1961). 

•’  The  1961  national  budget  foresaw  a  7  per  cent  increase  in 
the  volume  of  exports,  but  in  the  first  eight  months  of  1961  the 
actual  increase  was  of  only  S  per  cent. 
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The  Balance  of  Payments  of  the  United  Kingdom  and 

the  United  States 

Flights  of  short-term  capital  in  the  first  half  of 
1961  — and  during  the  second  quarter  in  particular  — 
as  well  as  those  which  occurred  during  1960  under¬ 
lined  the  need  for  a  strengthening  of  international 
resources  to  meet  such  contingencies  in  the  future. 
This  was  one  of  the  principal  items  on  the  agenda 
of  the  annual  meeting  of  the  IMF  in  Vienna  in 
September.  These  movements  also  exposed  once  more 
the  underlying  weakness  of  the  British  balance  of 
payments.^®® 

As  the  payments  position  of  the  United  States 
improved,  the  considerable  sums  of  short-term  money 
that  had  swollen  the  United  Kingdom’s  exchange 
reserves  during  1960,  when  the  current  balance  of 
payments  showed  an  exceptionally  large  deficit, 
gradually  moved  out.  This  outflow  accelerated,  in  the 
expectation  of  further  currency  adjustments,  after  the 
western  German  and  Dutch  revaluations  of  last 
March.  From  then  on,  sterling  was  exposed  to  the 
full  blast  of  speculative  pressure,  which  could  be  only 
briefly  alleviated  by  the  Basle  agreement  providing 
for  the  temporary  accumulation  of  sterling  balances 
(with  a  guarantee  against  loss  in  the  event  of  devalua¬ 
tion).^®*  The  emergency  measures  of  the  second 
quarter  were  consolidated  by  a  loan  of  $1,500  million, 
with  a  further  standby  credit  of  $500  million,  contrac¬ 
ted  in  August  from  the  IMF,  and  repayable  in  three 
to  five  years ;  this  loan  has  permitted  the  reimburse¬ 
ment  during  the  third  quarter  of  most  of  the  Basle 
debt,  and  provided  a  considerable  margin  for  reple¬ 
nishing  the  reserves.*®'  The  credit  was  granted  on  the 
understanding  that  it  would  rule  out  any  need  for  a 
change  in  the  exchange  rate  or  for  restrictions  on 
trade  and  current  payments ;  and  a  number  of  other 
measures  (including  the  “  crisis  ”  Bank  rate  of  7  per 
cent)  were  announced  by  the  British  authorities  which 
will  have  the  effect  of  slowing  down  the  growth  of  the 
economy.  *°® 

*“  A  review  of  the  main  developments  in  the  British  economy 
since  1959  and  of  its  balance-of-payments  problems  is  contained 
in  a  special  note  on  the  United  Kingdom  in  section  10. 

***  It  has  recently  been  stated  that  the  credits  extended  to  the 
United  Kingdom  under  this  agreement  amounted  to  some 
£325  million.  (Cf.  Bank  of  England,  Quarterly  Bulletin,  Septem¬ 
ber  1961.)  Allowing  for  these  credits,  advance  repayment  of 
western  German  debt  to  the  United  Kingdom,  and  other 
special  capital  transactions  (such  as  the  sale  to  the  parent  Ford 
company  of  the  stock  of  the  British  subsidiary)  the  “  true  ”  drain 
on  the  reserves  since  January  —  culminating  in  the  unprecedented 
losses  of  July  —  must  have  been  more  than  the  estimated  short¬ 
term  capital  inflow  of  £600  million  during  the  second  half  of  1960 
(see,  for  example.  The  Economist,  12  August  and  7  October  1961). 

More  than  two-thirds  of  the  drawing  has  been  made  in 
nine  non-dollar  currencies,  $500  million  of  which  the  Fund  has 
recovered  through  sales  from  its  gold  stock. 

*“*  For  details,  see  section  10. 


The  announcement  of  these  measures  and  of  the 
IMF  credit  had  a  rapid  effect  on  exchange  reserves, 
and  by  the  end  of  September  it  appeared  that  most  of 
the  “  lags  ”  in  earlier  payments  had  been  made  up. 
While  the  very  high  Bank  rate  had  not  by  then 
attracted  other  short-term  funds,  such  funds  seem  to 
have  been  moving  across  the  exchanges  more  recently. 
The  desirability  of  co-ordinated  international  action  in 
the  event  of  a  fresh  inflow  has  thus  confronted  the 
British  authorities  with  the  dilemma  of  having  to 
reduce  the  differential  in  short-term  interest  rates 
without  such  action  being  interpreted  as  any  relaxa¬ 
tion  at  home.*®* 

Speculation  over  the  dollar,  having  reached  a  peak 
in  the  second  half  of  1960,  subsided  early  this  year, 
as  the  current  balance  of  payments  of  the  United 
States  improved  and  measures  were  taken  by  the 
new  Administration  to  strengthen  it  further.*®* 
Table  21  shows  the  balance  of  payments  of  the  United 
States  with  all  areas  and  with  western  Europe  since 
1959.  As  can  be  seen,  most  of  the  major  items  —  in 
particular  those  relating  to  wp'^tem  Europe  —  show 
a  distinct  improvement  between  the  first  six  months 
of  1960  and  the  first  half  of  1961.  Since  February 
1961  the  gold  reserve  has  been  replenished  without 
any  accompanying  increase  in  dollar  liabilities  to 
foreign  monetary  authorities  or  commercial  banks.  At 
the  same  time  the  net  outflow  of  recorded  and 
unrecorded  short-term  private  capital,  which  was 
responsible  for  more  than  one-half  of  the  United 
States  balance-of-payments  deficit  in  1960  on  the 
official  definition,*®®  virtually  ceased  during  the 
second  quarter  of  the  current  year.  However,  the 
outflow  of  long-term  private  capital  increased  again 
in  1961,  although  this  was  more  than  offset  by  debt 
repayment  by  western  European  countries.  The 
balance  on  goods  and  services  transactions  with 
western  Europe  —  including  military  expenditure  — 
which  had  closed  with  a  deficit  of  nearly  $200  million 
in  the  first  half  of  1960  returned  a  surplus  of 
$600  million  this  year.  Thus,  the  balance  on  goods, 
services,  government  grants  and  long-term  capital 
movements  (the  so-called  “  basic  balance  ”)  closed 
with  a  surplus  in  the  first  six  months  of  1961,  vis-^-vis 

A  reduction  from  7  per  cent  to  61/2  per  cent  was  announced 
on  5  October  1961,  when  it  was  emphasized  that  “  this  is  not 
the  time  to  relax  any  part  of  our  policy  ”  {The  Financial  Times, 
6  October  1961).  A  similar  warning  accompanied  the  further 
reduction  of  Bank  rate  to  6  per  cent  on  2  November  1961. 

*“*  See  Chapter  I,  p.  40  et  seq.  of  the  Survey  for  1960  for 
events  up  to  February  1961. 

This  includes  the  balance  of  the  goods  and  services  account, 
government  grants,  long-  and  short-term  capital  movements, 
and  errors  and  omissions.  Thus  the  “  deficit  ”  is  measured  by 
the  loss  of  gold  and  convertible  currencies  of  the  United  States 
monetary  authorities,  plus  the  increment  in  liquid  and  short¬ 
term  liabilities  to  foreigners. 
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Table  21 

Balance  of  payments  of  the  United  States  with  the  world  and  western  Europe 
(excluding  goods  and  services  transferred  under  military  grants) 

Millions  of  dollars 


Year  1959 

Year  1960 

January-June 

1  I960 

January-June 

1961 

World 

Western 

Europe 

1  World 

Western 

Europe 

World 

Western 

Europe 

World 

Western 

Europe 

Merchandise  exports . 

-H6  282 

-1-4  724 

-fl9  409 

+6  684 

+  9  601 

+3  197 

+9  9i> 

+  3  360 

Merchandise  imports . 

-15  294 

-4  517 

-14  722 

-4172 

-7  687 

-2  259 

-6  876 

-1  871 

Balance  on  civilian  merchandise  trade  . 

-1-988 

+4  687 

+2  512 

+  1  914 

+938 

I  3  043 

+  1489 

Services  (net),  excluding  military . 

-575 

+  1  151 

-743 

-417 

+  7(56 

-239 

Military  expenditure  (net)  “ . 

-2  713 

-1  421 

-1343 

-714 

-1293 

-648 

Balance  on  goods  and  services  .... 

-619 

-1  858 

+3  125 

+348 

-193 

+2  536 

+602 

Long-term  private  capital  movements  .  .  . 

-1  743 

-174 

-2  247 

-834 

-784 

+78 

-948 

-192 

United  States  government  grants  and  credits 

-1  986'' 

-1-238 

-86 

-86 

-1  025  6 

+420  6 

Balance  on  goods,  services,  government 
grants  and  long-term  capital  move- 

ments  ** . 

-4  348  ft 

-1794 

-1  872 

-572 

-1  132 

+563* 

+830 

Recorded  short-term  and  other  liquid  capital 

movements . 

-f  3  8206 

-b2  473 

+2  520 

+  1  905 

+  1  211 

+561 

-272 

+5 

of  which : 

Foreign,  total/ . 

-1-3  897  6 

-1-2  319 

+  3  832 

+  2317 

-(-1  465 

+  694 

+  406 

-31 

Dollar  holdings . 

-f3  166  6 

-hi  490 

+  599 

+  1321 

+  390 

+  112 

Gold  purchases  (  — )  or  sales  (+)  .  . 

-(-731  6 

-f829 

+  1702 

+  I  718 

+  144 

+  88 

+  16 

-143 

United  States  claims  on  foreigners  .  . 

-77 

-rl54 

-1312 

-412 

-254 

-133 

-678 

+  36 

Errors,  omissions  and  interregional  transfers 

-F-528 

-679 

-648 

-1  333 

-79 

-360 

-291 

-835 

Source  :  US  Department  of  Commerce,  Survey  of  Current  Business,  June 
and  September  1961. 

“  Mostly  for  services  rendered  to  United  States  forces  stationed  overseas. 
United  States  military  grants  as  welt  as  goods  and  services  transferred 
thereunder  are  excluded  throughout. 

^  Excludes  United  States  contribution  to  the  International  Monetary  Fund  of 
S1,37S  million,  of  which  SJ44  million  were  paid  in  gold. 


the  world  and  western  Europe  alike,  after  a  series  of 
deficits.  But  if  the  premature  repayment  of  foreign 
debt  is  excluded,  the  United  States  “  basic  balance  ” 
with  the  world  still  closed  with  a  deficit  of  $161 
million. 

Moreover,  in  the  second  quarter  of  1961  the  trade 
balance  developed  less  favourably,  since  imports  began 
to  rise  again,  following  the  upturn  in  American  busi¬ 
ness  activity,  while  exports,  particularly  those  to  the 
United  Kingdom  and  Latin  America,  declined  from 
the  high  levels  reached  during  the  winter.  The 
expansion  of  imports  is  likely  to  continue  during  the 
coming  months  ;  the  slight  rise  which  took  place  in 
the  second  quarter  consisted  largely  of  industrial 
materials,  reflecting  the  pattern  of  the  business  reco¬ 
very,  and  as  consumer  expenditure  rises,  imports  of 
consumer  goods  should  rise  too.  The  future  course  of 


®  8724  million  were  received  in  premature  repayments  of  foreign  government 
loans,  during  the  second  quarter,  mostly  from  western  European  countries, 

**  “  Basic  ”  balance-of-payments  surplus  (  +  )  or  deficit  (— ). 

*  The  positive  balance  becomes  a  deficit  of  8161  million,  if  premature  repay¬ 
ments  referred  to  in  c  are  excluded. 

f  Department  of  Commerce  definition  of  balance-of-payments  surplus  (— ) 
or  deficit  {-!-). 


commodity  exports  is  therefore  likely  to  be  decisive, 
since  capital  exports  (including  re-invested  profits) 
will  probably  continue  to  expand,  in  response  to  the 
inducements  of  the  Common  Market,  the  large  foreign 
assistance  programme,  and  also  on  account  of  the  low 
interest  rates  prevailing  in  the  United  States.  On  the 
other  hand,  some  decline  in  the  level  of  military 
expenditure  abroad  is  quite  possible.  Barring  unfore¬ 
seen  developments,  however,  any  deterioration  in  the 
United  States  balance  of  payments  arising  from  the 
revival  of  economic  activity  should  be  manageable 
within  the  framework  of  the  strengthened  arrange¬ 
ments  for  international  liquidity.^®^ 

Latest  estimates  put  the  probable  deficit  (official  definition) 
for  1961  at  about  $2  billion,  against  earlier  forecasts  of  $1.5 
million  and  an  out-turn  in  1959  of  $3.9  billion  (cf.  The  Financial 
Times,  7  October  1961). 


10.  Policies  and  Prospects  in  Western  Europe 


(a)  Industrial  countries 

In  the  preceding  sections  it  was  observed  that  the 
expansion  of  output  in  nearly  all  industrial  western 
European  countries  has  not  in  general  put  severe 
pressure  on  prices  and  costs,  thanks  to  rising  employ¬ 
ment  and  productivity.  Although  labour  shortages  in 
some  countries  are  causing  concern  lest  the  tendency 
for  wage  rates  and  earnings  to  outpace  productivity 
increases  gains  strength,  only  in  the  United  Kingdom, 
and'  to  a  lesser  extent  in  the  Scandinavian  countries, 
have  wage  awards  put  strong  pressure  on  general  price 
stability  or  caused  the  authorities  to  intervene.  Else¬ 
where,  the  authorities  have  tried  to  hold  aggregate 
demand  at  a  level  corresponding  to  the  potential 
increase  in  supply. 

In  most  countries  the  strength  of  the  balance  of 
payments  and  generally  favourable  economic  condi¬ 
tions  have  meant  that  small  changes  of  policy  have 
been  limited  to  fiscal  or  credit  arrangements  designed 
either  to  cope  with  temporary,  or  even  purely  seasonal, 
excess  demand  or  —  as  in  Denmark,  Sweden,  Norway 
and  the  Netherlands  —  to  reduce  overstrain  in  key 
sectors  such  as  building.  Both  western  Germany, 
however  —  where  the  main  cause  of  pressure  on 
resources  has  been  the  overloading  of  order  books, 
coupled  with  a  growing  shortage  of  labour  and  a 
persistent  balance-of-payments  surplus  —  and  the 
Netherlands  appreciated  their  currencies  by  5  per 
cent  last  March,  with  the  aim  of  reducing  the 
pressure  on  resources  and  diminishing  the  pay¬ 
ments  surplus.  In  western  Germany  in  particular, 
it  was  hoped  to  dampen  pressure  on  prices  by 
means  of  increased  competition,  thus  squeezing 
profit  margins  and  cooling  the  investment  boom. 
It  is  too  early  to  say  what  success  this  policy  has 
achieved  and  whether  it  goes  to  the  core  of  the 
problem.  In  western  Germany  the  growth  of  order 
books  has  slowed  down ;  but  there  is  no  sign  yet  of 
any  significant  decline  of  the  current  payments  sur- 
plus.^®*.  This  direct  means  of  tackling  the  balance- 
of-payments  problem  complements  the  credit  policy 
pursued  since  November  1960  of  progressively  lower¬ 
ing  interest  rates  so  as  to  move  closer  to  external 
equilibrium. 

In  the  Netherlands,  action  was  also  taken  in  the 
field  of  fiscal  and  credit  policy.  In  view  of  the  sustained 
pressure  of  demand  for  consumers’  durable  goods, 
hire-purchase  restrictions  were  tightened  in  August. 
Moreover,  it  was  announced  in  May  that  reductions 
of  income  tax  and  the  tax  on  wages,  which  were  to 
have  been  granted  in  July,  would  be  postponed  until 


such  time  as  the  effects  of  revaluation  on  the  over¬ 
loading  of  the  economy  could  be  assessed.^®* 

Central-government  budgets  introduced  early  in 
1961,  or  recently  announced  for  1962  (as  in  France 
and  the  Netherlands),  have  been  fairly  neutral  in  their 
effects  on  aggregate  demand  ;  the  principal  exceptions 
are  those  of  Denmark,  where  the  revised  1961/62  bud¬ 
get  provides  for  a  deficit  in  place  of  the  previous  year’s 
surplus,  and  Sweden  and  the  United  Kingdom,  where 
a  smaller  deficit  or  an  actual  surplus  is  budgeted.  The 
1961/62  budget  for  Ireland,  however,  reduces  the 
standard  rate  of  income  tax  by  10  per  cent  as  an 
incentive  to  personal  earning  and  saving,  with  the  loss 
to  the  Exchequer  partly  offset  by  increases  in  some 
indirect  taxes.  It  is  hoped  that  most  of  the  spending 
power  released  (a  fraction  of  1  per  cent  of  consumer 
expenditure)  will  be  made  available  for  private 
investment. 

The  United  Kingdom 

After  a  brief  period  of  vigorous  recovery  between 
the  fourth  quarter  of  1958  and  the  second  quarter  of 
1960,  the  United  Kingdom  has  once  again  had  to  face 
a  balance-of-payments  crisis,  accompanied  by  rising 
costs  of  output.  As  in  the  past,  the  precariousness  of 
the  balance  of  payments  has  been  associated  with  a 
large  deficit  on  current  account  and  a  substantial 
outflow  of  short-term  capital  which  so  depleted  the 
reserves  as  to  force  the  authorities  to  intervene  ener¬ 
getically.  The  immediate  cause  of  the  1960  deficit  was 
a  sharp  rise  in  the  volume  of  imports  that  was  mainly 
due  to  large-scale  stock  accumulation.  The  volume  of 
imports  has  declined  slightly  from  the  peak  reached 
in  the  first  quarter  of  1961,  and  with  it  the  deficit  on 
visible  trade,  although  the  current  balance  of  pay¬ 
ments  in  the  first  half  of  1961  was  still  not  in  surplus. 
But  the  underlying  weakness  of  the  balance  of 
payments  has  been  not  the  movement  of  imports, 
but  the  relatively  slow  growth  of  exports  and  a 
tendency  for  net  income  from  invisibles  to  fall ;  and 
this  is  true  not  only  of  the  last  two  or  three  years,  but 
also  of  a  longer  period. 

In  September  it  was  stated  that  the  reductions  would  be 
postponed  until  July  1962.  They  would  have  added  about 
1  >/2  per  cent  to  total  disposable  personal  income. 

“"Taking  1954  =  100,  the  volume  of  imports  in  1960  was 
137,  and  that  of  exports  122  (in  1959  the  volumes  were  respec¬ 
tively  122  and  116).  Import  prices  in  1960,  however,  were  at 
about  their  1954  level,  whereas  export  prices  had  risen  by  some 
10  per  cent.  While  imports  expanded  in  volume  (seasonally 
adjusted)  by  some  18  per  cent  between  the  third  quarter  of  1959 
and  their  peak  of  the  first  quarter  of  1961,  and  gross  domestic 
product  rose  by  5  per  cent,  exports  have  scarcely  risen,  and  even 
sagged  during  part  of  1960. 


i®*  See  section  9. 


The  exceptional  surplus  on  visible  trade  in  1958 
was  largely  due  to  improved  terms  of  trade,  as  import 
prices  fell  while  the  volume  of  imports  was  unchanged 
during  the  recession ;  in  1959  gross  national 
product  and  imports  rose  in  volume  by  nearly  5  per 
cent  and  some  8  per  cent  respectively,  and  in  1960  by 
a  further  5  and  12  per  cent.^^“  Although  the  sharp  rise 
in  imports  during  1960  was  caused  by  some  transient 
factors  other  than  stock-building  (for  example,  imports 
of  sheet  steel  for  motor  vehicles  and  of  machinery  for 
the  investment  boom),  the  longer-term  tendency  for 
imports  of  fuel  and  semi-finished  and  finished  manu¬ 
factures  to  increase  faster  than  national  product  seems 
to  have  been  a  bigger  source  of  the  rise  in  total 
imports  since  1958.  This  tendency  has  been  reinforced 
by  the  continuing,  liberalization  of  imports. 

At  the  present  high  level  of  employment  and  acti¬ 
vity,  and  with  the  associated  increase  of  imports, 
balance-of-payments  equilibrium  cannot  be  attained 
without  increased  net  earnings  from  invisibles  or  from 
exports.  The  only  alternative,  if  a  less  liberal  import 
policy  is  rejected,  would  be  to  reduce  the  net  outflow 
of  long-term  capital.”^  Yet  rising  government  expen¬ 
diture  abroad  and  falling  net  income  from  shipping, 
other  services  and  investment  have  led  to  a  deteriora¬ 
tion  in  the  net  invisible  account.  Hence  the  failure  of 
visible  exports  to  keep  pace  with  the  general  expansion 
of  world  trade  in  recent  years  has  been  decisive. 

The  virtual  stagnation  of  exports  since  the  fourth 
quarter  of  1959  has  in  part  been  due  to  special  factors; 
the  fall  in  import  demand  in  the  United  States, 
balance-of-payments  difficulties  in  some  sterling  area 
countries,  and  the  fall  in  purchasing  power  of  primary- 
producing  countries.  But  such  factors  have  affected 

"‘The  estimated  current  balance  of  payments  for  1958,  at 
first  thought  to  have  been  at  a  record  level  of  £440  million,  was 
successively  reduced  to  a  figure  of  £291  million  —  though  later 
(October  1961)  revised  to  £320  million.  Revisions  of  balance- 
of-payments  statistics  revealed  that  in  recent  years  the  current 
surplus  has  been  consistently  over-estimated  mainly  owing  to 
errors  in  evaluating  net  income  from  shipping  and  under¬ 
estimation  both  of  the  inflow  of  long-term  private  capital  and 
of  the  corresponding  current  debits  against  this  item. 

"*  Domestic  product  does  not  seem  to  have  risen  between  the 
second  quarter  of  1960  and  the  first  quarter  of  1961,  when  a 
slow  rate  of  expansion  was  resumed.  The  seasonally  adjusted 
index  of  industrial  production,  which  may  understate  the  true 
movement  of  output,  turned  up  in  the  second  quarter  of  1961 
after  eighteen  months  of  virtual  stability. 

Cf.  G.  F.  Ray,  “  British  imports  of  manufactures  ”, 
National  Institute  Economic  Review,  May  1961.  This  study 
suggests  that  liberalization  probably  accounted  for  at  most 
one-fifth  of  the  increase  in  imports  of  manufactures  between 
1958  and  1960. 

"*  “  Obviously,  these  capital  exports  may  be  claimed  to  be 
among  the  causes  of  the  United  Kingdom’s  balance-of-payments 
difficulties  in  the  hypothetical  sense  that  a  smaller  flow  of 
capital  exports,  with  nothing  else  changed  except  the  develop¬ 
ment  of  the  reserves,  would  have  strengthened  the  external 
balance.  But  it  is  not  difficult  to  suggest  a  case  even  for  an 
increase  in  capital  exports.”  {Economic  Survey  of  Europe  in  1958, 
Chapter  111,  p.  23,  Geneva,  1959.) 


Other  western  European  countries  too  —  though  less 
adversely.  Rising  costs  and  lower  profits  than  those 
obtained  in  the  home  market  at  times  of  strong 
domestic  demand  perhaps  account  for  some  of  the 
sluggishness  of  exports  yet  it  is  also  clear  that  the 
structure  of  British  exports  is  being  adapted  only 
relatively  slowly  to  the  changing  pattern  of  world 
demand.  Whatever  its  origin,  the  slow  growth  of 
British  exports,  unless  remedied,  will  continue  to 
retard  the  economy’s  rate  of  growth  in  the  long  run. 
In  his  statement  on  25  July  (the  “  little  budget  ”),  the 
Chancellor  of  the  Exchequer  referred  to  a  potential 
annual  growth  of  capacity  of  3  per  cent  if  exports 
could  be  expanded  at  an  annual  rate  of  6  per  cent. 
Their  average  rate  of  increase  over  the  last  decade 
has  been  under  2  per  cent ;  and  even  since  1955  it 
has  not  exceeded  3  per  cent.^^® 

The  measures  announced  on  25  July  had  both  short- 
and  long-term  aims :  they  were  intended  to  restore 
balance-of-payments  equilibrium,  to  arrest  the  recent 
rising  tendency  of  costs,  and  to  stop  the  immediate 
drain  on  the  exchange  reserves ;  and  they  were 
designed  to  tackle  the  longer-term  problems  of  the 
economy.  The  measures  were  also  presented  as  a 
further  instalment  of  those  in  the  April  budget  which 
were  calculated  to  relieve  the  continuing  high  pressure 
on  resources  that  was  said  to  be  threatening  the  stabi¬ 
lity  of  prices.  The  case  for  the  further  restraint  of 
demand  in  July  was  on  the  whole  stronger  on  external 
than  on  domestic  grounds ;  but  it  was  difficult  to 
assess  how  far  the  balance  of  prospective  demand  and 
supply  was  likely  to  place  increasing  pressure  on 
domestic  resources.  Some  indicators  pointed  to  an 
easing  of  strains  in  the  building  and  capital-goods 
sectors ;  others  suggested  that  aggregate  demand 
might  rise  to  a  new  high  pitch,  thus  causing  renewed 
strain  by  mid-1962.^^^ 

Nearly  one-half  of  the  firms  questioned  in  the  inquiry 
made  by  the  Federation  of  British  industries  last  June  men¬ 
tioned  price  as  the  main  factor  likely  to  make  export  orders 
more  difficult  to  secure,  delivery  dates  being  of  minor  impor¬ 
tance.  The  inquiry  of  October  1961  confirmed  that  “  meeting 
competitors’  prices  continued  to  be  the  outstanding  difficulty  ”. 
A  recent  study  (G.  F.  Ray,  op.  cit.)  concluded  that  there  is  a 
fairly  wide  range  of  industries  where  the  balance  of  exports 
and  imports  shows  adverse  trends,  in  spite  of  tariff  protection 
in  the  home  market  and  the  fact  that  it  is  difficult  to  attribute 
much  of  the  rise  of  these  imports  to  liberalization. 

"*  It  has  since  been  suggested  that,  assuming  the  present  terms 
of  trade,  in  the  next  two  or  three  years  an  increase  of  some 
10  per  cent  annually  in  exports  may  well  be  required  to  sustain 
a  satisfactory  rate  of  economic  growth  and  at  the  same  time 
restore  external  balance.  (Bank  of  England,  Quarterly  Bulletin, 
September  1961,  p.  3.) 

Some  of  the  considerations  relevant  to  such  an  assessment 
were  as  follows: 

Stock-building  was  proceeding  at  a  more  normal  rate.  The 
building  industry  had  every  prospect  of  being  fully  occupied 
well  into  1962,  but  of  operating  under  less  pressure.  Orders  on 
hand  in  the  engineering  industry  had  ceased  growing,  although 
order  books  were  still  full.  The  volume  of  retail  sales  (roughly 
one-half  of  total  consumer  expenditure)  had  been  unchanged 
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Restraints  had  already  been  imposed  on  domestic 
demand  as  early  as  April  1960,  when  hire-purchase 
restrictions  were  reintroduced,  and  clearing  banks 
were  required  to  deposit  1  per  cent  of  their  total 
deposits  with  the  central  bank ;  and  in  June  of  that 
year  Bank  rate  was  raised  from  5  to  6  per  cent.^‘® 
These  traditional  weapons  were  not  intended  as  more 
than  mild  dampers,  but  even  as  such  did  not  prove 
fully  effective  ;  for  within  a  year  there  had  been  some 
recovery  of  demand.  Moreover,  the  restriction  of  bank 
credit  was  to  some  extent  nullified  both  by  lending  by 
other  financial  institutions  and  even  more  by  the 
facility  with  which  clearing  banks  preserved  their 
liquidity  by  selling  investments.  Fiscal  policy  had  been 
used  sparingly,  and  the  budget  of  April  1961  was 
only  mildly  disinflationary. 

Several  of  the  measures  aimounced  in  July  1961 
were  part  of  the  stock-in-trade  of  the  authorities 
whenever  a  payments  crisis  arose ;  but  others  were 
a  new  departure  in  that  they  prepared  the  ground  for 
tackling  the  longer-term  problems  of  the  economy. 
The  familiar  measures  were  the  sharp  increase  in 
Bank  rate  to  the  crisis  level  of  7  per  cent  (clearly 
designed,  as  in  1957,  to  stop  the  outflow  of  foreign 


since  March.  On  the  other  hand,  consumer  expenditure  had 
been  rising  less  than  disposable  incomes  —  largely  because  of 
restrictions  on  hire-purchase;  but  by  June  1961  outstanding 
hire-purchase  debt  had  recovered  to  the  level  before  the  restric¬ 
tions  were  imposed.  The  seasonally  adjusted  index  of  excess 
demand  for  labour,  calculated  by  the  National  Institute  of 
Economic  and  Social  Research,  became  positive  in  February 
1961,  to  reach  a  maximum  in  June.  (For  a  fuller  enumeration 
see  Bank  of  England,  Quarterly  Bulletin,  September  1961,  p.  45.) 

Two  unofficial  estimates  concurred  in  concluding  that  the 
probable  increase  in  final  demand  —  until  the  turn  of  the  year 
—  should  not  cause  general  over-strain,  but  would  none  the 
less  result  in  continuing  strain  in  those  industries  already  work¬ 
ing  at  capacity  levels.  (Cf.  National  Institute  Economic  Review, 
July  1961;  and  London  and  Cambridge  Economic  Bulletin, 
June  1961.) 

A  view  based  on  the  premise  that  excess  demand  occurs  in  the 
British  economy  whenever  there  is  less  than  5  per  cent  unused 
capacity  (corresponding  to  an  unemployment  rate  of  about  2  per 
cent)  led  to  the  conclusion  that,  allowing  for  a  continuation  of 
the  uninterrupted  rise  in  the  output  of  the  non-industrial  sector, 
long-run  equilibrium  would  require  another  year  of  static  indus¬ 
trial  production.  (F.  W.  Paish,  “  Growth  and  Inflation  in  the 
United  Kingdom  ”,  The  Financial  Times,  10  July  1961.) 

By  December  it  was  again  back  to  5  per  cent,  in  order  to 
narrow  interest  rate  differentials  which  were  inducing  inter¬ 
national  short-term  capital  movements. 

The  budget’s  main  provisions  were  incentives  to  mana¬ 
gerial  enterprise  by  means  of  surtax  concessions,  the  effects  on 
revenue  of  which  were  largely  offset  by  a  further  rise  in  the 
profits  tax  (from  12.5  to  15  per  cent),  a  20  per  cent  increase  in 
motor  vehicle  duties,  and  reimposition  of  the  duty  of  Id  per 
gallon  on  hydrocarbon  oil.  The  Government  was  also  granted 
powers  to  apply  two  new  measures  between  budgets,  a  surtax 
or  rebate  of  up  to  10  per  cent  on  all  the  main  customs  and 
excise  duties  and  on  purchase  tax  (without  power  to  select 
among  them);  and  a  special  surcharge  on  employers  of  up  to 
4  shillings  per  employee  per  week  (slightly  under  1.5  per  cent 
of  current  weekly  earnings).  Only  the  first  of  these  powers  was 
used  in  July;  the  tax  revenue  represented  more  than  1  per  cent 
of  consumer  expenditure  and  it  was  estimated  that  it  would 
raise  the  retail  price  index  by  about  1  Vi  per  cent. 


funds  and  impress  foreign  holders  of  sterling) ;  the 
tightening  of  credit  restrictions  (reinforced,  however, 
by  pressure  on  other  financial  institutions  to  limit  their 
lending  and  by  a  warning  to  clearing  banks  that  there 
would  be  no  official  support  for  the  sale  of  invest¬ 
ments  to  maintain  liquidity) ;  and  restrictions  on  the 
growth  of  current  public  expenditure.  The  policy  of 
a  wage  “  pause  ”  in  the  public  sector  and  the  firm 
stand  against  inflationary  wage  awards  also  resemble 
previous  measures.  Hire-purchase  restrictions,  on  the 
other  hand,  were  not  tightened  further,  although  their 
effectiveness  in  obtaining  a  quick  reduction  in  con¬ 
sumer  expenditure  is  generally  recognized.'-®  The 
investment  allowance  has  been  retained,  but  the 
general  tightening  of  credit  relates  to  bank  advances 
for  private  fixed  investment  also.  The  authority  to 
vary  the  rates  of  indirect  taxes  between  budgets  has 
made  fiscal  policy  more  flexible  and  is  aimed  at 
regulating  consumption  rather  than  investment.'®' 
The  foregoing  measures  alone,  however,  are  no  more 
than  a  means  of  tackling  temporary  fluctuations  in 
the  balance  of  payments  and  temporary  manifestations 
of  excess  demand  :  they  do  little  to  overcome  the 
longer-term  payments  problem  of  the  United  King¬ 
dom  or  to  eradicate  cost  inflation. 

Some  of  the  prospective  long-term  measures,  the 
scope  of  which  has  still  to  be  elaborated,  have  not 
been  applied  in  the  recent  past.  Government  expen¬ 
diture  overseas  (especially  on  defence),  which  for 
some  time  has  been  an  evident  burden  on  the 
invisible  account,  is  to  be  reviewed.  Assistance  from 
government  funds  to  developing  countries,  which  has 
been  running  at  about  £180  million  a  year  and  would 
have  risen  further,  is  to  be  held  at  about  that  level. 
Private  investment  in  the  non-sterling  area  will  be 
more  carefully  scrutinized  to  determine  whether  it 
provides  “  clear  and  commensurate  benefits  to  export 
earnings  and  the  balance  of  payments  ”  ;  and  British 
firms  with  branches  overseas  are  requested  to  remit 
a  higher  proportion  of  their  profits.  In  an  attempt  to 
remove  some  of  the  shelter  for  uncompetitive  indus¬ 
tries  assistance  to  private  industry  will  henceforth  be 
limited  to  projects  making  an  important  contribution 
to  competitiveness  and  national  efficiency  that  can  be 

Both  the  Radcliffe  Committee  and  a  committee  of  OEEC 
experts  have  recommended  that  hire-purchase  restrictions 
should  be  limited  to  emergency  situations  rather  than  applied 
for  extended  periods  (cf.  Committee  on  the  Working  of  the 
Monetary  System,  Report,  HMSO,  August  1959,  para.  984; 
and  The  Problem  of  Rising  Prices,  OEEC,  Paris  1961,  p.  42). 

Variable  rates  of  indirect  taxation  between  budgets  have 
been  approved  by  the  committee  of  experts  of  the  OEEC  as  a 
useful  method  of  influencing  rates  of  consumer  expenditure 
(cf.  op.  cit.,  p.  40),  but  have  the  inconvenience  of  affecting 
production  costs  at  the  same  time.  For  that  reason  it  has  been 
suggested  that  changes  in  rates  of  direct  taxation  are  preferable, 
if  the  administrative  difficulties  can  be  overcome  (cf.  Fourth 
Report  of  the  Council  on  Prices,  Productivity  and  Incomes, 
HMSO,  July  1961,  p.  25). 
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secured  in  no  other  way.  Government  expenditure, 
both  current  and  capital,  is  to  be  related  to  the 
expected  growth  of  resources  and  to  the  expected 
demands  from  other  sectors  of  the  economy  over  a 
five-year  period,  as  part  of  a  broad  approach  to  a 
greater  element  of  public  planning.  In  the  immediate 
future  this  will  mean  a  postponement  of  many  pro¬ 
jects  ;  in  the  longer  run  it  will  involve  a  critical 
examination  of  investment  priorities  in  the  social 
services  and  the  nationalized  industries  and  of  the 
latter’s  pricing  policies. 

The  July  measures  of  restraint,  which  went  further 
than  the  domestic  situation  alone  required,  seem 
likely  to  hold  back  the  growth  of  the  economy  just 
when  a  new  phase  of  expansion  was  about  to  take 
over  from  eighteen  months  of  virtual  stagnation.  At 
best,  there  will  probably  be  only  a  very  slow  growth 
of  output  and  demand. Their  first  effect  on  resi¬ 
dential  building  is  likely  to  be  a  reduction  of  the 
present  overload  in  the  industry,  but  if  the  higher  cost 
and  shortage  of  credit  also  reduce  plans  for  industrial 
and  commercial  building  the  building  boom  may  end 
prematurely.^^®  Private  consumption  is  unlikely  to 
gain  much  momentum,  and  a  revision  of  investment 
plans  in  the  private  sector,  although  perhaps  not 
immediately  in  manufacturing  industry,  also  seems 
probable.®®"*  The  balance  of  payments  should  certainly 
improve  enough  in  the  short  run  and  yield  a  surplus  ; 
but,  as  in  1957,  without  fundamental  changes  there 
is  a  prospect  of  a  payments  crisis  recurring  each  time 
income  and  output  recover  to  satisfactory  levels.  Even 
in  the  short  run,  the  direct  stimulus  to  exports  of  the 
July  measures  is  likely  to  be  limited,  since  they  will 


***  A  recent  unofficial  estimate  {National  Institute  Economic 
Review,  September  1961)  puts  the  probable  growth  of  domestic 
product  between  mid-196i  and  mid-1962  at  1  to  V/i  per  cent. 

A  recent  assessment  made  for  the  building  materials 
industry  suggested  a  probable  drop  of  10-17  per  cent  in  the 
number  of  new  houses  started  in  1962,  compared  with  the 
number  anticipated  before  July.  (Cf.  The  Financial  Times, 
26  September  1961.) 

That  investment  demand  was  in  any  event  slowing  down 
has  been  confirmed  by  the  results  of  the  inquiry  carried  out 
during  the  summer  into  the  expected  investment  of  companies 
in  the  manufacturing,  distributive  and  service  industries.  This 
inquiry  revealed  that  investment  will  probably  be  about  12  per 
cent  higher  in  1961  then  in  1960,  and  in  manufacturing  alone 
about  20  per  cent  higher,  against  an  earlier  estimate  of  30  per 
cent.  (The  difference  is  largely  due  to  a  re-phasing  of  investment 
in  the  motor  vehicle  industry.)  Since  the  value  of  manufacturing 
investment  in  the  first  half  of  the  year  (seasonally  adjusted)  was 
running  at  a  rate  of  some  22  per  cent  above  that  of  the  first  half 
of  1960,  it  seems  likely  that  there  will  be  a  smaller  increase  in 
the  second  half.  Moreover,  tentative  forecasts  of  investment  in 
1962  (made  before  the  July  measures  were  announced)  indicate 
that  in  these  industries,  and  in  manufacturing  in  particular,  it 
will  be  only  at  about  the  same  level  as  that  which  was  expected 
in  1961.  (Cf.  Board  of  Trade  Journal,  22  September  1961.) 
For  the  first  time  in  two  years  a  majority  of  firms  in  the  inquiry 
of  the  Federation  of  British  Industries  (October  1961 — i.e. 
after  the  July  measures)  foresaw  a  decline  in  the  next  twelve 
months  in  expenditure  on  plant  and  machinery,  in  addition  to 
previous  expectations  of  a  decline  in  expenditure  on  building. 


mainly  reduce  demand  for  consumer  goods  —  pro¬ 
ducers  of  which  already  have  capacity  to  spare  for 
export,  while  scarcely  reducing  the  load  on  industries 
in  which  capacity  limits  may  be  holding  back  exports. 

The  major  problems  confronting  the  British  eco¬ 
nomy  are  how  to  increase  the  rate  of  economic  grov^h 
and  the  volume  of  exports  and  —  a  cognate  problem 
for  a  major  trading  country  in  a  world  of  fixed 
exchange  rates  —  how  to  prevent  money  incomes 
from  rising  faster  than  real  output  (or  faster  in  relation 
to  output  than  in  other  countries).  The  chief  hope 
offered  by  the  July  measures  is  that  by  temporarily 
restraining  increases  of  wages  and  of  production,  time 
will  be  given  to  discover  long-run  solutions  —  in  terms 
of  tying  wage  awards  more  closely  to  productivity 
gains.  Past  experience  both  in  the  United  Kingdom 
and  elsewhere,  however,  has  not  proved  the  value  of 
restricting  the  growth  of  output  as  a  means  of  prevent¬ 
ing  rises  in  production  costs,  unless  “  the  restriction 
goes  so  far  that  the  remedy  is  worse  than  the 
disease”.®*  Moreover,  both  the  budget  and  the  July 
measures  have  had  the  immediate  effect  of  raising 
industrial  costs. 

It  is  also  hoped  that  prospective  tariff  reductions 
resulting  from  negotiations  in  GATT,  the  stricter 
criteria  to  be  applied  to  public  financial  assistance  to 
industry,  and  the  elimination  of  some  restrictive 
business  and  labour  practices  will  lead  to  heightened 
efficiency  and  a  shift  of  resources  away  from  protected 
industries.  Other  long-term  measures,  such  as  those 
relating  to  government  expenditure  at  home  and 
overseas  and  limitations  on  the  volume  of  official  long¬ 
term  capital  exports,  may,  if  effected,  make  a  signi¬ 
ficant  contribution.®®*  But  ultimately  all  will  depend 
on  whether  advantage  is  taken  of  the  present  interval 
to  hammer  out  lasting  means  of  increasing  exports 
and  productivity,  improving  the  mobility  of  factors  of 
production,  and  checking  rises  in  costs.®®® 

(b)  Southern  European  countries 

In  the  countries  of  southern  Europe,  economic 
policy  is  primarily  concerned  with  long-term  problems 
of  development  and  structural  change. 

Fourth  Report  of  the  Council  on  Prices,  Productivity  and 
Incomes,  HMSO,  July  1961,  p.  3. 

The  temporary  restrictions  on  private  capital  investment 
in  the  non-sterling  area,  however,  might  result  in  longer-term 
losses  more  than  offsetting  the  short-term  gains  to  the  balance 
of  payments. 

The  Governor  of  the  Bank  of  England,  in  his  speech  of 
5  October  1961,  referred  to  “  some  of  the  questions  that  we  have 
to  find  an  answer  to  in  the  breathing  space  we  have  obtained  ”. 
Among  these  were :  outdated  customs  and  practices  in  industry, 
the  level  of  public  as  against  private  consumption,  the  system 
of  taxation  and  rates  of  saving,  government  expenditure  over¬ 
seas  and  the  remnants  of  the  wartime  “  siege  ”  economy.  {The 
Financial  Times,  6  October  1961.) 
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In  Greece,  demand  has  put  no  serious  pressure  on 
either  domestic  prices  or  the  balance  of  payments ; 
and  higher  income  from  tourism,  shipping,  and  other 
services  has  offset  a  wider  visible  trade  gap  and  some 
sluggishness  in  imports  of  private  long-term  capital. 
But  the  rate  of  growth  of  national  product  had 
slackened  during  1959  and  1960,  falling  behind  both 
the  target  rate  (6  per  cent  per  annum)  of  the  long¬ 
term  development  programme  launched  in  1959  and 
the  rate  achieved  in  the  five  preceding  years  (5  ^  per 
cent  per  aimum). 

The  main  aims  of  policy  in  Greece  in  recent  months 
have  been  to  secure  credits  and  contracts  for  imple¬ 
menting  specific  projects  in  the  development  pro¬ 
gramme  and  to  increase  the  incentive  to  invest  private 
capital,  whether  Greek  or  foreign.  To  that  end,  a  new 
law  was  adopted  in  May  1961,  simplifying  the  for¬ 
malities  and  offering  special  inducements  to  those 
investments  (including  extensions  to  existing  enter¬ 
prises)  which  seem  likely  to  yield  a  substantial  increase 
in  production  or  employment,  or  a  marked  improve¬ 
ment  in  the  balance  of  payments,^*^“  Moreover,  in  1961 
there  is  to  be  an  even  larger  increase  (some  35  per 
cent)  in  budget-financed  public  investment  than  in 
1960  —  mainly  in  agriculture,  industry  and  electric 
power ;  and  some  further  progress  has  been  made  in 
strengthening  government  control  over  the  economy’s 
liquidity  and  improving  the  allocation  of  savings 
among  sectors.^-®  With  the  prospect  of  a  much  better 
harvest  than  last  year  (particularly  of  cotton  and 
olives)  which  could  raise  total  agricultural  output 
beyond  the  peak  reached  in  1957,  gross  national 
product  in  1961  may  well  increase  by  more  than  the 
4.5  per  cent  achieved  in  1959  and  I960.'-® 

The  immediate  economic  issues  facing  Yugoslavia 
on  the  one  hand,  and  Spain  and  Turkey  on  the  other, 
are  in  sharp  contrast.  In  Yugoslavia,  the  aim  of  policy 
is  to  consolidate  past  achievements  and  maintain  a 
high  rate  of  economic  growth,  while  effecting  a  series 
of  institutional  and  other  reforms  designed  both  to 
increase  incentives  and  to  render  the  economic  system 
and  allocation  of  resources  more  sensitive  to  relative 
domestic  and  foreign  costs  and  prices. 

At  the  beginning  of  1961  Yugoslavia  undertook  a 
comprehensive  overhaul  of  the  currency  and  foreign 

ii7  a  poj.  details,  see  Commercial  Bank  of  Greece,  Economic 
Bulletin,  April-June  1961,  pp.  9-12. 

In  November  1960  interest  rates  on  Post  Office  Savings 
Bank  and  Agricultural  Bank  deposits  were  raised  respectively 
'/2  and  14  per  cent  above  the  rate  on  commercial  bank  deposits, 
and  in  April  1961  credit  control  was  further  modified,  raising 
commercial  credit  ceilings  for  internal  trade  and  artisans.  In 
October  1961,  however,  interest  rates  on  commercial  bank  time 
deposits  were  raised;  but  bank  credit  will  henceforth  be  subject  to 
a  penalty  clause  on  up  to  25  per  cent  of  the  amount  borrowed  if 
used  for  other  than  the  original  purpose. 

Estimates  based  on  the  first  six  months  suggest  a  rise  in 
national  income  of  8-9  per  cent,  with  a  rise  in  industrial  output 
of  about  8  per  cent  (see  Greece  Today,  September  1961). 


trading  system  :  the  system  of  multiple  exchange  rates 
Wets  replaced  by  a  single  rate,  and  short-term  credits 
were  obtained  from  a  number  of  countries  and  inter¬ 
national  institutions  to  tide  over  any  temporary 
balance-of-payments  difficulties  encountered  during  a 
transitional  period.'®®  Complementary  action  was 
taken  to  further  restrict  the  domestic  credit  supply 
although  a  reform  of  the  profits  tax  raised  the  dis¬ 
posable  funds  of  enterprises.  These  were  expected, 
however,  to  finance  more  of  their  working  capital  from 
their  own  resources  and  thus  reduce  their  calls  on  bank 
finance.  The  net  effect  of  the  last  two  measures  was 
intended  to  be  disinflationary  (inasmuch  as  stock¬ 
holding  could  be  financed  only  by  drawing  on  funds 
otherwise  available  for  fixed  investment)  and  to 
prevent  excess  demand  generating  price  increases 
other  than  those  envisaged  as  part  of  the  reforms.  But 
the  disinflationary  effect  of  the  restrictions  was  largely 
thwarted,  for  enterprises  and  communes  gave  priority 
to  their  investment  projects  even  at  the  risk  of  not 
holding  enough  working  capital.  Moreover,  many 
enterprises  extended  short-term  credit  to  various 
trading  organizations,  which  in  turn  attempted  to 
preserve  their  own  liquidity  by  frequently  postponing 
repayment.  This  process,  though  self-liquidating, 
would  have  resulted,  if  allowed  to  continue,  not  only 
in  a  drastic  revision  of  production  schedules  in 
enterprises  whose  liquidity  had  fallen  too  low,  but 
also  in  a  distortion  of  credit  allocation,  since  the 
Investment  Bank  would  not  extend  credit  for  working 
capital  beyond  the  ceiling  it  had  imposed.  In  conse¬ 
quence,  the  authorities  were  obliged  to  intervene  in 
July,  with  the  double  purpose  of  removing  the  persist¬ 
ing  excess  demand  (for  fixed  investment  in  particular) 
and  procuring  a  more  rational  distribution  of  credit.'®' 
In  contrast  with  the  progress  achieved  in  1961  in 
Yugoslavia  and  —  to  a  lesser  extent  —  in  Greece,  the 
economies  of  both  Turkey  and  Spain  do  not  yet  appear 
to  have  emerged  from  the  initial  phase  of  the  stabi¬ 
lization  programmes  introduced  in  1958  and  1959 
respectively.  The  purpose  of  these  programmes  was 
to  eliminate  excess  demand  and  persistently  strong 
inflationary  pressures  originating  mainly  in  central- 
bank  financed  public  expenditure.  In  common  with 

For  details,  see  the  Survey  for  1960,  Chapter  I,  section  8. 
The  system  of  currency  allocations  for  non-liberalized  imports 
has  been  retained,  but  allocations  are  now  granted  globally 
(i.e.  for  raw  materials,  investment  goods  and  consumer  goods) 
instead  of  by  industry.  As  from  January  1962,  the  tourist 
exchange  rate  will  also  be  brought  to  the  standard  rate  of 
750  dinars  per  dollar. 

The  measures  taken  included  the  compulsory  deposit  of 
10  per  cent  of  budget  receipts  and  other  funds  earmarked  for 
investment  and  collective  consumption,  a  reduction  in  federal 
subsidies,  closer  control  over  the  use  of  local  bank  deposits, 
partial  prepayment  for  the  import  of  machinery,  and  a  statutory 
allocation  to  working  capital  by  investment  banks  of  35  per  cent 
instead  of  the  former  25  per  cent  of  their  liquid  capital.  The 
funds  thus  appropriated  will  be  used  for  the  reallocation  of 
credit  at  the  discretion  of  the  monetary  authorities. 
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Yugoslavia  in  1961 — and  France  in  1958  —  these 
countries  were  granted  short-term  international  assis¬ 
tance  for  a  transitional  period  during  which  the  public 
finances  and  the  system  of  foreign  trade  and  multi¬ 
lateral  exchange  rates  were  to  be  overhauled,  so  that 
the  isolation  of  domestic  costs  and  priceS:  and  the 
misallocation  of  resources  consequent  upon  rampant 
inflation,  could  gradually  be  brought  to  an  end.  A  brief 
interruption  of  economic  growth  was  envisaged  as  a 
necessary  condition  of  success,  no  less  than  in 
industrial  France,  as  total  domestic  demand  was  held 
in  check  in  the  interests  of  export  promotion  and  as 
production  and  investment  projects  in  both  the  private 
and  the  public  sectors  were  re-examined.  Indeed,  an 
initial  decline  in  employment  and  activity  was  fore¬ 
seen  as  home  market  sales  became  more  difficult  and 
cuts  in  public  expenditure  were  implemented. 

In  Turkey,  a  slow  rate  of  economic  expansion  was 
none  the  less  maintained  until  May  1960,  so  that  gross 
national  product  for  the  whole  of  1960  may  have 
risen  by  about  4  per  cent  in  volume,  although  this 
was  largely  due  to  the  good  harvest.  But  growth  was 
associated  with  a  budget  deficit  financed  by  the  cen¬ 
tral  bank  and  with  a  fresh  rise  in  the  price  level.  State 
enterprises  were  able  to  maintain  their  investment 
programmes,  in  spite  of  their  more  limited  access  to 
credit,  by  continuing  to  accumulate  arrears  of  taxes. 
With  the  change  of  government  in  May  1960,  how¬ 
ever,  the  1960/61  budget,  which  had  also  been  run¬ 
ning  into  deficit,  was  revised  with  a  view  to  stricter 
implementation  of  the  stabilization  programme. 
Public  investment  appropriations  were  reduced,  and 
after  a  review  of  the  existing  investment  projects  of 
state  enterprises  only  slightly  more  than  one-half  were 
continued,  the  remainder  being  deferred  or  abandon¬ 
ed.  Credit  was  tightened  and  interest  rates  raised  with 
a  view  to  eliminating  inflationary  demand  pressures. 
These  measures,  taken  in  and  reinforced  by  an  atmo¬ 
sphere  of  political  and  economic  uncertainty,  suc¬ 
ceeded  in  reducing  effective  demand,  but  to  a  point 
where  both  private  investment  plans  and  the  volume 
of  current  output  and  employment,  particularly  in  the 
important  textiles  sector  and  in  public  works,  have 
been  adversely  affected.  Moreover,  expectations  of 
an  actual  fall  in  prices  strengthened  this  contractionary 
tendency.  As  a  result,  the  liquidity  of  consumers  and 
traders  remained  high,  and  demand  for  imports 
proved  lower  than  assumed  under  the  six-monthly 
import  quotas  that  are  gradually  being  enlarged.  Ex¬ 
change  reserves  have  risen  from  their  dangerously  low 
level,  but  are  still  very  small;  and  there  has  not  yet 
been  any  significant  improvement  in  the  balance  of 
payments,  in  particular  in  respect  of  exports. 

Developments  in  Spain  have  been  similar,  except 
that  during  1960,  and  —  though  less  markedly  —  in 
1961,  the  domestic  recession  not  only  stabilized  the 


price  level  but  also  brought  about  a  striking  improve¬ 
ment  in  the  balance  of  payments.  The  elimination  of 
excess  domestic  demand,  and  the  apparently  very 
high  level  of  stocks  accumulated  during  the  pre¬ 
stabilization  period,  allowed  Spanish  enterprises  to 
take  advantage  of  export  opportunities  while  imports 
were  held  down.  At  the  same  time,  rising  income 
from  tourism  (no  longer  diverted  to  unofficial  chan¬ 
nels)  added  further  to  official  foreign  exchange  re- 
serves.^®^  Yet  until  quite  recently  aggregate  demand 
(including  exports)  was  insufficient  to  sustain  total 
activity  at  the  pre-stabilization  level.  Construction 
work  in  particular  has  been  affected  by  cuts  in  private 
and  public  investment.  Some  recovery  of  industrial 
production,  however,  appears  to  have  set  in  recently, 
though  it  is  largely  confined  to  basic  industry  such  as 
chemicals,  cement  and  steel,  or  to  branches  —  such 
as  textiles  and  machine  tools  —  that  have  been 
'ured  by  strong  export  demand;  the  industries 
sfc. .mg  mainly  the  home  market  remain  relatively 
depressed.  Consequently,  and  in  view  of  the  effect  of 
the  poor  1961  harvest  on  consumer  incomes,^®  in¬ 
dustrial  output  for  1961  as  a  whole  will  be  only 
slightly  higher  than  in  1959.  Together  with  a  lower 
volume  of  agricultural  output,  this  implies  that 
national  product  in  1961  will  be  about  the  same  as  in 
1959. 

Thus  in  both  countries  inflation  has  been  arrested 
and  the  economy  overhauled,  but  only  Spain  has 
enjoyed  a  resultant  improvement  in  the  balance  of 
payments  sufficient  to  provide  a  basis  for  even  a 
temporary  renewal  of  growth;  and  in  both  the  cost 
has  been  protracted  stagnation  or  recession.  In  con¬ 
trast  with  Yugoslavia,  and  with  the  marked  success 
of  the  stabilization  programme  in  France,  both  Spain 
and  Turkey  have  had  to  try  recently  to  revive  demand 
without  jeopardizing  the  attainment  of  the  long-term 
advantages  that  strict  control  of  budgetary  expendi¬ 
ture  and  exposure  of  domestic  enterprises  to  greater 
competition  was  intended  to  ensure.  In  attempting  to 
invigorate  demand,  by  budgetary  or  other  means, 
without  upsetting  the  balance  of  payments  or  the 
stability  of  the  price  level,  the  authorities  are  required 
to  walk  on  an  economic  tightrope. 

In  Turkey,  budgetary  policy  has  been  the  chief 
means  of  promoting  an  economic  revival.  A  more 
expansionary  policy  for  public  current  and  capital 
expenditure  was  adopted  in  the  budget  drawn  up  last 
February,  but  balance  is  to  be  preserved  by  increases 
in  revenue  resulting  from  a  reform  of  the  tax  system 
(including  some  new  taxes),  increases  in  the  rate  of 

The  immediate  potential  in  Spain  for  increasing  industrial 
exports  and  revenue  from  tourism  when  circumstances  are 
favourable  is,  of  course,  very  much  greater  than  in  Turkey, 
where  industry  and  tourism  are  less  developed. 

®®®  On  the  other  hand,  the  price  paid  to  farmers  for  wheat  is 
to  be  raised. 
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corporate  taxation,  and  a  scheme  of  compulsory  sav- 
ing.^®'*  At  the  same  time,  it  is  hoped  that  easier  credit 
will  provide  some  stimulus  to  the  private  sector;  since 
May  control  of  bank  credit  has  been  exercised  by 
means  of  a  system  of  variable  reserve  requirements 
(against  the  former  fixed  20  per  cent),  which  will 
allow  the  authorities  to  take  a  more  stringent  attitude 
to  credit  expansion  if  domestic  demand  rises  too 
fast  as  a  result  of  increased  public  expenditure. 
The  effects  on  employment  and  activity  of  the 
rise  in  government  expenditure  and  the  easing  of 
credit  appear  so  far  to  have  been  rather  limited, 
but  the  authorities  hope  that  towards  the  end  of 
1961  they  will  at  least  prevent  a  fall  in  domestic 
activity  and  employment  and  possibly  impart  some 
further  stimulus  to  the  economy.  But  in  view  of  the 
high  liquidity  of  the  private  sector  some  risk  exists, 
if  activit}  there  revives,  of  total  domestic  demand 
finally  exerting  pressure  on  the  price  level  or  the 
balance  of  Payments,  unless  the  new  credit  policy  is 
successfully  applied  or  public  expenditure  again  ad¬ 
justed.'” 

Parallel  with  these  short-term  measures  aimed  at 
stimulating  domestic  activity  while  safeguarding  price 
and  payments  stability,  a  fundamental  re-examination 
of  investment  policy  is  taking  place  in  preparation  for 
a  ten-year  development  programme  beginning  in  1963. 
Until  such  long-term  efforts  to  increase  and  diversify 
exports,  through  both  productiv<*  investment  and  im¬ 
provements  in  the  commercial  field,  bear  fruit  it  may 
be  difficult  to  prevent  some  widening  of  the  payments 
gap  and  at  the  same  time  secure  a  minimum  rate  of 
growth  as  the  basis  for  further  development.  The 
fruits  of  the  past  three  years  of  stabilization,  however, 
have  so  far  been  rather  small  —  even  when  compared 
with  the  results  achieved  in  Spain.  The  balance  of 
payments  has  improved  a  little,  but  the  financing  of 
the  external  deficit  (including  reimbursement  of  for¬ 
mer  loans,  which  is  a  current  burden  of  more  than 
$110  million  annually,  representing  one-third  of  cur¬ 
rent  annual  exports)  still  depends  largely  on  external 
assistance.'” 

*’*  State  enterprises  will  no  longer  be  permitted  to  run  up 
arrears  of  taxes,  but,  in  order  to  safeguard  their  liquidity  for 
the  completion  of  current  investment  projects  without  recourse 
to  central  bank  credit,  they  will  be  provided  with  the  counterpart 
of  various  foreign  credits  to  the  Turkish  economy.  Pending  a 
thorough  review  of  their  financial  structure  and  operations,  they 
are  to  start  no  new  investment  projects  except  work  on  a  second 
steel  plant. 

A  system  has  been  adopted  of  four-monthly  reviews  of 
budget  trends. 

The  Minister  of  Finance  has  stated  that  “  it  is  necessary 
first  of  all  to  strengthen  national  capital  through  the  resources 
at  our  own  disposal.  Let  foreign  capital  come  later.  We  did 
our  utmost  to  facilitate  foreign  capital  entries  into  Turkey. 
We  cannot  do  more  than  that.  The  present  economic  difficulties 
are  of  a  temporary  nature  and  will  be  over  in  two  or  three 
years.”  {Turkish  Economic  Review,  May  1961.)  The  remarks 


Attempts  to  revive  demand  in  Spain,  on  the  other 
hand,  were  in  the  first  place  mainly  directed  to  in¬ 
creasing  credits  to  the  private  sector  rather  than  rais¬ 
ing  the  level  of  public  expenditure;  but  the  20  per  cent 
increase  in  bank  credit  to  the  private  sector  since  the 
summer  of  1960  appears  to  have  had  little  effect  on 
overall  activity.'®'  During  1960  and  early  1961  the 
budget  failed  to  have  much  of  an  expansionary  in¬ 
fluence  on  the  economy,  and  after  the  experience  of 
years  of  inflation  the  Spanish  authorities  have  been 
cautious  in  using  deficit  financing.  Nevertheless,  in 
view  of  the  very  slow  recovery  of  domestic  demand 
in  recent  months,  and  the  probability  that  exports 
will  also  be  a  less  expansionary  force  than  last  year, 
the  1961  budget  estimates  provided  for  a  more 
buoyant  public  expenditure  as  a  means  of  promoting 
an  upswing. 

Any  such  revival  would  almost  certainly  be  ac¬ 
companied  by  a  fresh  wave  of  stock-building  of  raw 
materials  and  semi-finished  goods,  thus  continuing  the 
tendency  apparent  since  the  end  of  1960  ;  and  imports 
are  likely  to  be  further  swollen  on  account  of  the 
poor  1961  grain  harvest.  In  view  of  the  steep  rise  in 
exchange  reserves  since  the  beginning  of  the  stabiliza¬ 
tion  programme,  there  is  no  reason  for  concern  on 
that  score.  As  in  Turkey,  the  pause  is  being  used  for 
the  preparation  of  a  long-term  development  pro¬ 
gramme,  in  this  instance  with  the  assistance  of  a  mis¬ 
sion  of  the  IBRD.  Since  Spain  has  a  more  developed 
and  more  diversified  industrial  structure  than  Turkey, 
the  short-term  prospects  for  the  expansion  of  indus¬ 
trial  exports  —  clearly  a  key  point  for  the  success  of 
the  stabilization  programme  —  seem  rather  more 
hopeful  in  Spain  than  in  Turkey. 

The  hesitancy  with  which  the  economies  of  Spain 
and  Turkey  are  emerging  from  a  period  of  recession 
is  in  sharp  contrast  with  the  swift  progress  of  the 
French  economy  after  similar  measures  of  stabiliza¬ 
tion.  There,  too,  excess  demand  over  a  number  of 
years  had  arisen  mainly  in  the  public  sector,  while 
inflation  had  reduced  competitive  efficiency  and  even¬ 
tually  brought  French  prices  and  costs  out  of  line 
with  world  prices,  depleting  exchange  reserves.  Yet 


made  by  the  President  of  the  International  Bank  for  Reconstruc¬ 
tion  and  Development,  on  19  September  1961,  at  its  annual 
meeting,  on  the  present  burden  of  external  debt  in  many  develop¬ 
ing  countries  as  an  obstacle  to  further  borrowing  on  normal 
credit  terms  appear  to  be  particularly  relevant  to  Turkey. 

Among  the  most  important  reflationary  measures  taken 
during  1960  were  the  allocation  of  4.6  billion  pesetas  of  new 
industrial  credits  under  the  law  for  medium-  and  long-term 
credit,  the  increase  in  credits  for  naval  construction,  new  credits 
for  housing  and  an  increase  in  allocations  for  railways  and  roads. 

Two  fiscal  measures  which  are  likely  to  have  important 
effects  on  investment,  were  the  introduction  in  December  1960 
of  a  system  of  depreciation  allowances  of  up  to  40  per  cent  per 
year  of  the  initial  value  of  investment,  and  the  special  measures 
of  October  1960  for  credit  to  the  textile  industry  for  the  renewal 
of  equipment  and  for  tax  benefits  in  the  case  of  mergers. 


1 


within  a  year  the  mild  recession  caused  by  the  reform 
of  the  public  finances  and  the  restraint  of  private 
domestic  demand  was  over:  by  the  end  of  1959  re¬ 
expansion  could  begin  with  prices  stable  and  the 
balance  of  payments  strong,  after  only  two  years  of 
standstill.  In  Spain  and  Turkey,  by  constrast,  pro¬ 
tracted  stagnation  may  weaken  the  initiative  without 
which  the  process  of  development  cannot  be  ultimate¬ 
ly  self-sustaining;  but  undue  relaxation  could  upset 
the  delicate  balance  which  the  stabilization  period 


must  provide  as  a  basis  for  future  growth  without 
inflation.  The  conditions  peculiar  to  any  one  country 
may  be  of  decisive  importance  for  the  duration  and 
efficacy  of  a  stabilization  programme;  but  to  judge 
by  the  experience  of  France  at  one  extreme,  and  Tur¬ 
key  at  the  other  —  with  Spain  an  intermediate  case  — 
it  appears  that  such  programmes  stand  a  better  chance 
of  quick  success  in  industrialized  countries,  where  the 
requisite  changes  are  more  marginal,  than  in  the  less 
developed  ones. 
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ECONOMIC  DEVELOPMENT  IN  RUMANIA 


The  Economic  Survey  of  Europe  in  1959  contained  (in  Part  IV)  a  review  of  eco¬ 
nomic  development  in  the  less  industrialized  countries  of  Europe  other  than  those  of 
centrally  planned  economy.  The  subsequent  Survey  reviewed  ( in  Chapter  VI )  postwar 
economic  development  in  Albania  and  Bulgaria ;  and  the  present  article  is  intended  to 
complete  this  review  of  progress  in  the  three  eastern  European  economies  which,  at 
the  end  of  the  war,  were  the  least  industrialized.  Data  for  the  present  analysis  have 
been  taken  from  official  publications  or  were  provided  by  the  authorities  of  the  Ruma¬ 
nian  People's  Republic  in  the  course  of  secretariat  visits  in  I960  and  1961. 


1.  The  Institutional  Structure 


The  Immediate  Postwar  Situation 

The  postwar  political  and  economic  transformation 
was  accomplished  more  gradually  in  Rumania  than 
elsewhere  in  eastern  Europe.  The  country  remained  a 
constitutional  monarchy  until  30  December  1947  ; 
and  the  currency  reform  (mid- 1947),  nationalization 
law  (mid-1948)  and  the  initiation  of  annual  planning 
and  of  co-operative  farming  (1949),  occurred  later  in 
Rumania  than  in  the  other  eastern  European  countries 
apart  from  eastern  Germany.  Nevertheless,  the  insti¬ 
tutional  changes  in  the  earlier  years  were  considerable, 
if  not  in  every  case  durable.  Rumania  was  also  the 
last  country  of  the  area  (with  the  same  exception  of 
eastern  Germany)  to  regain  prewar  levels  of  industrial 
and  agricultural  output. 

The  political  tensions  of  the  initial  coalition  govern¬ 
ments,  reflected  in  economic  policy,  and  the  commer¬ 
cial  anarchy  engendered  by  hyper-inflation  were  ill- 
conducive  to  the  restoration  of  the  damaged  economy 
by  domestic  entrepreneurs.  Foreign  capital,  more 
important  in  the  Rumanian  economy  than  elsewhere 
in  eastern  Europe,  was  placed  under  special  disabili¬ 
ties,  which  inhibited  both  the  re-establishment  of  the 
market  mechanism  and  the  offsetting  of  disequilibria 
in  the  production  pattern  through  capital  imports ; 
and  the  imbalance  of  productive  capacity  was  severe. 
The  pre-war  preference  of  foreign  interests  for  invest¬ 
ment  in  primary-commodity  production  was  followed 
by  further  expansion  of  such  output  to  meet  German 
needs  during  the  war,  so  that  the  output  of  the  ex¬ 
tractive  industries  was  greater  than  before  the  war  — 
though  precipitate  expansion,  notably  in  oil,  had  in¬ 
ordinately  raised  costs.  The  less  developed  manufac¬ 
turing  and  processing  industries  had,  however,  suffered 
(in  the  worst  instance,  primary  distillation  capacity 
was  reduced  by  85  per  cent  and  cracking  capacity  by 
82  per  cent),  and  the  transport  network  was  disrupted 


(1,800  out  of  10,000  km  of  railway  track  and  half  the 
road  bridges  had  been  destroyed).  Agriculture,  from 
which  three-quarters  of  the  population  drew  their  live¬ 
lihood,  was  thrown  back  by  livestock  losses  during 
hostilities  and  catastrophic  droughts  in  1945  and  1946. 
Moreover,  under  the  1947  Peace  Treaty,  Rumania  was 
required  to  undertake  substantial  reparations  deliv¬ 
eries  (and  had  formerly  had  to  meet  occupation  costs) 
and  to  surrender  German-held  assets,  the  revenue  from 
which  (established  as  “  Sovrom  ”  mixed  companies  ^) 
constituted  an  unrequited  export.  Soviet  grain  loans 
in  the  drought  years  and  a  reconstruction  equipment 
credit  in  1947  constituted  a  reverse  flow,  but  UNRRA 
supplies  were  not  available,  and  Marshall  Aid  was 
declined. 

The  institutional  changes  of  the  early  postwar  yenrs 
included  an  agrarian  reform,  carried  out  during  1945, 
which  expropriated  privately-owned  land  in  excess  of 
50  hectares  per  holding  (save  for  those  designated  as 
“  model  farms  ”)  or,  in  all,  some  15  per  cent  of  the 
arable  (10  per  cent  of  the  agricultural)  land.  Of 
1,468,000  hectares  affected,  1,109,000  hectares  were 
distributed  to  400,0(X)  landless  peasants  and  500,000 
smallholders,  the  remainder  being  held  by  the  state 
and,  in  most  instances,  used  to  found  state  farms.  In 
1948,  after  King  Michael’s  abdication,  the  royal  estates 
were  incorporated  into  the  state  sector,  and  the  lands 
of  churches  and  charitable  foundations  were  national¬ 
ized.  By  the  end  of  that  year,  state  property  included 
9  million  hectares  of  land,  of  which  2.9  million  were 
agricultural.^  Of  these,  less  than  one-tenth  were 


*  Created  between  1945  and  1949,  these  companies  were 
bought  out  by  the  Rumanian  Government  in  September  1954, 
with  the  exception  of  Sovrompetrol  (purchased  a  year  later)  and 
Sovromquartz,  which  mines  uranium. 

’  N.  Belli  in  Dezvoltarea  economiei  RPR  pe  drumul  socialis- 
mului  1948-1957,  Institute  of  Economics  of  the  Rumanian 
Academy  of  Sciences,  1958,  p.  207. 
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organized  on  a  state-farm  basis  ®  (although  the  share 
of  state  farms  in  state-owned  arable  land  was  twice 
as  high)  *  and  the  rest  of  the  state  sector  was  com¬ 
munal  grazing,  municipal  holdings,  farms  run  as  sub¬ 
sidiaries  by  state  enterprises  or  idle.  The  “  model 
farms  ”  and  the  holdings  of  those  who  had  owned 
more  than  50  hectares  of  land  before  1945  were  expro¬ 
priated  in  1949.  Intense  efforts  were  made  to  institute 
co-operative  farming  during  the  fifties ;  and  the  stages 
by  which  the  share  of  the  arable  area  tilled  by  indi¬ 
vidual  peasants  was  reduced  to  14  per  cent  by  Sep¬ 
tember  1961  are  described  in  section  5.  However,  long 
before  state  and  co-operative  ownership  became  wide¬ 
spread,  central  control  over  the  farm  sector  had  been 
reinforced  by  the  extension  of  the  pre-war  state  monop¬ 
sony  of  grain  to  all  the  main  crops  by  a  law  of 
July  1945,  under  which  the  National  Institute  of  Co¬ 
operation  (Incoop)  in  effect  became  the  agent  for 
compulsory  farm  deliveries  and  for  rural  barter  trade 
(offering  preferential  supplies  of  manufactured  goods 
for  supplementary  deliveries  of  farm  produce). 

State  industrial  enterprises  of  some  importance  had 
already  been  established  before  the  war.  Salt  produc¬ 
tion  and  the  tobacco  industry  were  state  monopolies, 
and  there  were  government  metallurgical,  munitions, 
textile,  distilling  and  printing  plants,  a  state-run  fish¬ 
eries  scheme  and  municipal  concerns  in  such  fields  as 
mineral-water  bottling,  saw-milling,  dairy  production 
and  flour-milling.  Public  utilities  were  about  equally 
divided  between  state  and  private  ownership.  The 
Rumanian  State  Railways  (CFR)  had  been  set  up  in 
1929  as  an  autonomous  public  corporation,  with  a 
government  commissioner  having  a  power  of  veto. 
State  enterprises — metals,  munitions  and  rolling  stock, 
for  evident  reasons  —  were  preferentially  expanded 
during  the  war :  whereas  their  aggregate  budget  in 
1941  ®  about  equalled  the  ordinary  budget,  in  the  last 
year  of  the  war  it  was  double  that  of  the  ordinary 
budget.  After  the  war,  in  December  1946,  the  National 
Bank  was  nationalized,  by  which  date  the  Sovrom 
companies  just  mentioned  held  about  one-third  of  the 
share  capital  of  Rumanian  industrial  and  financial 
enterprises. 

A  significant  sector  of  the  economy  was  hence 
already  out  of  private  hands  by  the  end  of  1946,  and 
was  then  preferentially  developed,  the  Sovrom  com¬ 
panies  in  particular  benefiting  from  the  arrival  of 

®  121,605  hectares  in  1947  and  280,694  hectares  in  1948. 
These  farms  were  run  by  REAZIM  (administration  for  plant, 
animal  and  industrial  farms  and  farm  machinery),  regulated  by 
a  statute  of  1946  (B.  Schiopu  and  D.  Dumitriu  in  Economia 
Rominiei  intre  anii  1944-1959,  Institute  of  Economics,  1959, 
p.  403). 

*242,761  out  of  1,284,700  hectares  in  1948  (Belli,  Schiopu 
and  Dumitriu,  loc.  cit.). 

‘  Earlier  figures  are  not  available  because  the  separation  of 
public  expenditure  into  ordinary,  state  enterprise  and  defence 
was  not  made  until  the  outbreak  of  war. 


Soviet  technicians,  industrial  “know-how”  and  equip¬ 
ment,  as  well  as  from  priority  for  inputs  from 
Rumanian  resources.  An  ad  hoc  system  of  “workers’ 
control  ”,  exercised  through  the  trade  unions,  was  ini¬ 
tiated  in  other  enterprises  from  1946,  the  Ministry  of 
Industry  and  Trade  enforcing  the  nomination  of  trade- 
union  representatives  to  boards  of  directors  or  even 
as  sole  administrators.  In  1947  quarterly  output  pro¬ 
grammes  with  monthly  targets  were  established  for  the 
larger  factories  by  the  Ministry  of  Industry  and  Trade, 
and  similar  half-year  programmes  were  set  up  for 
1948.  To  supervise  these  programmes,  industrial 
offices  were  organized  in  June  1947  (with  power  to 
regulate  the  output,  purchases,  sales  and  financial 
transactions  of  any  enterprise)  ®  under  a  co-ordinating 
Economic  Control  Office. 

During  1946-1948  general  economic  policy  was  for¬ 
mulated  by  the  Supreme  Economic  Council,  composed 
of  ministers  with  economic  portfolios,  and  in  1947  and 
1948  a  State  Commission  for  Economic  Rehabilitation 
and  Monetary  Stabilization  similarly  operated  at  an 
interdepartmental  level.  The  staff  of  these  various 
agencies  became  the  nucleus  of  the  State  Planning 
Commission,  created  in  July  1948.^ 

The  Establishment  of  Socialist  Ownership 

The  major  revolution  in  what  Marx  termed  pro¬ 
ductive  relations  took  place  in  1948.  A  law  of  11  June 
nationalized  all  but  very  small  factories  and  mines, 
and  all  banks,  insurance  companies  and  transport 
enterprises.®  In  September,  17  minor  railways  (and 
a  number  of  other  transport  companies)  were  nation¬ 
alized  and  the  CFR  was  made  directly  subordinate 
to  the  Ministry  of  Communications.  During  No¬ 
vember,  private  hospitals,  sanatoria  and  cinemas  were 
nationalized ;  subsequent  extensions  covered  chemists’ 
shops  (in  rural  areas  in  1949,  in  urban  areas  in  1953) 
and  dwellings,  other  than  owner-occupied,  in  April 
1950.  A  state  foreign-trade  monopoly  was  declared 
in  1948  and  private  wholesaling  of  non-farm  goods 
disappeared  with  the  nationalization  of  industry  —  its 
raison  d’etre  having  in  any  case  been  lost  with  the 
creation,  the  year  previously,  of  the  industrial  offices 
already  mentioned.  The  controls  already  operating  in 
the  farm  sector  have  been  described  above.  In  con¬ 
nexion  with  the  1947  monetary  reform,  a  Municipal 
Society  for  Supplying  the  Capital  was  set  up  to 
organize  trade  in  Bucharest,  and  its  network  of  shops 


‘  The  offices  were  administered  by  a  board  of  management 
formed  of  six  or  seven  delegates  of  the  enterprises  concerned, 
and  three  or  four  nominees  of  the  ministry.  The  vote  of  the  latter 
was  necessary  for  any  decision  to  be  valid. 

’  R.  Moldovan  in  Economia  Rominiei  1944-1959,  op.  cit.,  p.  37. 

*  Different  criteria  were  applied  in  each  industry,  the  most 
common  being  motive  power,  number  of  eipployocs  er  number 
of  specified  machines;  in  some  cases  the  enferprises  nationalized 
were  specified  in  a  schedule. 
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and  restaurants  was  rapidly  developed.  By  a  law  of 
May  1948,  the  Ministry  of  Commerce  was  authorized 
to  create  public  corporations  for  trading  in  rationed 
and  non-rationed  goods,  and  the  first  of  these  were 
opened  in  Arad,  Boto§ani  and  Ia§i.®  The  production 
ministries  used  these  for  distributing  rations  and  pre¬ 
ferentially  supplied  other  goods,  so  that  private  trad¬ 
ing —  the  peasant  inarket  apart  —  shrank  for  lack 
of  goods  to  sell.  By  the  time  rationing  was  lifted 
at  the  end  of  1954,  the  retail  turnover  of  private  shops 
had  fallen  to  a  mere  3  per  cent  of  the  total.'® 

A  co-operative  movement  of  some  significance  had 
emerged  before  the  war  —  the  1930  census  recording 
over  200  co-operatives  in  industry  (mostly  handicrafts 
and  lumbering)  and  a  thousand  each  in  trade  and 
banking  (some  mutual  credit  societies,  but  others  co¬ 
operative  only  in  name)  with  membership  chiefly 
among  the  richer  farmers.  From  the  start,  the  post¬ 
war  governments  fostered  co-operatives  for  the  artisan 
production  of  consumers’  goods  (a  unified  organiza¬ 
tion,  Ucecom,  was  created)  and  for  retailing  in  rural 
areas  (Centrocoop).  The  turnover  of  co-operative 
shops  during  the  fifties  was  a  fairly  constant  propor¬ 
tion  (one-third)  of  that  of  the  state  system.  Co-opera¬ 
tives  were  also  organized  in  the  late  forties  for  the 
liberal  professions  (e.g.  lawyers)  and  personal  services 
(e.g.  hairdressers). 

By  the  time  long-term  planning  was  introduced  (in 
1950)  the  transformation  of  productive  relationships 
had  radically  affected  every  branch  of  economic 
activity,  and  about  four-fifths  of  employment  in  indus¬ 
try  and  transport  was  in  socialist  enterprises.  During 
the  fifties,  the  private  sector  outside  farming  was  all 
but  extinguished  (see  Table  1). 

Economic  Organization 

After  the  nationalizations,  the  structure  of  economic 
management  was  modelled  on  the  contemporary 
Soviet  pattern :  administrative  and  social  agencies 
were  budget-financed  while  productive  enterprises 
operated  on  cost-accounting  (khozraschet)  for  current 
outlays  and  budget  grants  for  capital  formation.  All 
these  agencies  and  enterprises  were  subordinated  to 
branch-specialized  ministries,"  under  a  unified  finan- 


•  In  1950  these  corporations  (limited  companies  with  all  shares 
held  by  the  state)  were  superseded  by  a  network  of  regional  trade 
organizations,  and  in  1955  by  an  integrated  system  under  the 
Ministry  of  Trade,  which  took  in  most  of  the  shops  of  other 
ministries  which  existed  from  1951-1954.  The  description  of  the 
process  of  trade  socialization  is  from  A.  Sobaru  in  Dezvoltarea 
economiei  RPR  1948-1957,  op.  cit.,  pp.  338-345. 

Rationed  goods  then  accounted  for  22-24  per  cent  of  total 
turnover  of  socialized  shops  (in  comparable  prices). 

"  A  variant  from  the  Soviet  pattern  towards  committee  admi¬ 
nistration  is  the  right  under  a  decree  of  June  1951  of  members  of 
ministerial  collegia  to  appeal  to  the  Council  of  Ministers  in  the 
event  of  disagreement  with  the  minister  (a  power  restricted  in 
the  Soviet  Union  to  the  two  planning  boards). 


Table  1 

Share  of  the  socialist  sector  in  the  national  economy, 
1950  to  1960 


Percentages 


1950 

1955 

1959 

I960 

National  income  (at  1950  prices)  . 

61.0 

62.2 

74.2 

82.8 

Global  industrial  production  (at 

1955  prices) . 

92.4 

97.0 

98.3 

98.8 

Agricultural  area  (end  of  year)  .  . 

23.6 

34.7 

72.7 

81.9 

Active  population  . 

26.0 

39.1 

81.3 

87.1 

of  which  :  Industry . 

81.1 

89.4 

92.9 

94.5 

Agriculture . 

4.6 

15.4 

75.3 

82.8 

Fixed  productive  assets . 

62.0 

74.2 

83.5 

88.5 

Retail  sales  (at  current  prices,  ex- 

eluding  peasant  markets)  .  .  . 

88.5 

97.2 

99.7 

99.9 

Source:  Anuarul  statistic  1961,  pp.  93  98-99,  180-182  and  306. 


cial  system  whereby  payments  from  socialist  enter¬ 
prises  (profit  deductions  and  turnover  tax)  constituted 
the  bulk  of  public  revenue.  This  highly  centralized 
structure  permitted  the  early  introduction  of  planning 
by  material  balances  (that  is,  output  programming 
and  supply  allocations  in  physical  quantities). 

The  planning  system  today  remains  firmly  grounded 
in  material  balances  —  over  200  of  these  are  annually 
established  by  the  planning  committee,  and  1,100  are 
elaborated  by  the  production  ministries  —  but  the 
national  accounts  have  some  operational  use  and  a 
start  has  been  made  on  the  application  of  mathema¬ 
tical  techniques  to  planning.'®  The  Central  Statistical 

All  transactions  must  be  effected  by  banks  (State  Bank, 
Investment  Bank,  Agrarian  Bank  and  the  Savings  Bank) 
subordinate  to  the  Ministry  of  Finance,  which  plans  their 
operations. 

This  latter  development  can  base  itself  on  both  academic 
and  practical  experience  and  on  the  availability  of  electronic 
computers.  In  Bucharest  University,  Professors  V.  Onicescu  and 
Gh.  Mihoc  and  the  Mathematical  Statistics  Section  of  the 
Institute  of  Mathematics  of  the  Academy  of  Sciences  have  been 
concerned  with  probability  theory  and  its  application  to  quality 
control,  the  subject  of  a  national  conference  in  Bra§ov  in  1955. 
The  Cluj  Branch  of  the  Academy  of  Sciences,  under  Professor 
T.  Popoviciu,  has  introduced  linear  programming  in  a  number  of 
industrial  enterprises,  and  the  Automation  Commission  of  the 
Academy,  under  the  chairmanship  of  Academician  G.  Moisil, 
has  developed  algebraic  theory  of  automated  mechanisms; 
conferences  on  both  subjects,  respectively  in  Cluj  and  Bucharest, 
were  held  in  1960. 

Electronic  computers  are  now  installed  in  the  Institute  of 
Atomic  Physics,  the  Academy  of  Military  Technology,  the 
Bucharest  and  Timisoara  Polytechnics  and  the  Mathematics 
and  Physics  Faculty  of  Bucharest  University,  and  the  first  of 
these  has  performed  a  lot  of  outside  work  for  enterprises, 
design  agencies  and  the  Central  Statistical  Office;  the  last- 
named  is  still  under  construction.  The  first  applications  of  linear 
programming  have  been  to  transport  problems  (by  the  Institute 
of  Mathematics)  and  to  sugar  refining  (by  the  Lenin  Institute 
of  Economics,  Bucharest)  and  the  Central  Statistical  Office  has 
convened  a  conference  on  the  use  of  mathematical  techniques 
in  economics  for  November  1961 ;  arrangemerits  have  also  been 
made  for  joint  study  of  the  industrial  application  of  mathematical 
statistics  with  the  Academies  of  Science  of  Czechoslovakia  and 
eastern  Germany. 
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Office  is  currently  constructing  an  input-output  table 
with  72  industrial  and  13  other  branches  covering 
agriculture,  transport,  capital  repairs,  etc.,  and  the 
conventional  disposal  sectors ;  most  of  the  data  are 
available  from  the  existing  system  of  statistical  report¬ 
ing,  but  some  additional  data  on  material  inputs  are 
being  obtained  by  sample.^*  This  table  is  intended  to 
supplement  the  traditional  material  balances,  the  num¬ 
ber  of  which  is  to  continue  to  increase. 

These  refinements  vere  only  just  taking  shape  when 
the  drafts  of  the  Six-year  Plan  (1960-1965)  and  the 
Fifteen-year  Perspective  Plan  (1961-1975)  were  drawn 
up;“  and  the  main  methodological  novelties  in  the 
establishment  of  these  plans  were  the  use  of  regional 
drafts^*  as  primary  material  to  parallel  the  set  of 
ministerial  proposals  and  the  projection  of  physical 
inputs  on  the  basis  of  more  fully  iterated  coefficients. 

The  methodologies  of  planning  and  the  co-ordina¬ 
tion  of  ministerial  proposals  have  from  1948  on¬ 
wards  been  the  responsibility  of  the  State  Planning 
Committee,^^  operating  on  a  highly  centralized  basis, 
as  may  be  seen  in  the  number  of  targets  set  in  the  State 
Plan  (see  below).  Central  decision-making  has  been 
facilitated  by  the  interchange  of  staff  between  enter¬ 
prises  and  ministries  and  between  ministries  and  the 
planning  secretariat,  and  by  the  direct  knowledge  of 
enterprises  and  their  potential  afforded  by  the  small 
scale  of  the  economy  and  comprehensive  statistical 
reporting.*®  There  are  also  a  number  of  central  agen¬ 
cies,  not  ranking  as  ministries,  which  have  both  con¬ 
sultative  and  operational  functions  —  the  Central  Sta¬ 
tistical  Office,  the  Committee  on  Prices,  the  State 
Committee  on  Labour  and  Wages,  the  Geological 
Committee  and  the  State  Committee  on  Water  Re¬ 
sources,  the  heads  of  most  of  which  sit  with  those  of 
the  economic  ministries  in  the  Economic  Council, 
created  as  a  committee  of  the  Council  of  Ministers 
in  1957. 

The  principle  of  management  in  the  planned  sectors 
is  a  modified  form  of  horizontal  integration.  Within 


**  Direct  conununication  from  the  Rumanian  Government- 
The  texts  were  approved  as  directives  by  the  III  Congress 
of  the  Workers’  Party  in  June  1960.  Unusually,  in  eastern 
European  practice,  the  Six-year  Plan  has  a  common  year  (1960) 
with  the  preceding  Five-year  Plan. 

*•  Prepared  by  the  regional  councils  mentioned  in  footnote  32 . 

*’  Until  July  1952  the  State  Planning  Commission,  with 
nominees  of  the  economic  ministries  as  vice-chairmen.  From 
that  date  it  has  enjoyed  full  ministerial  status  on  the  collegiate 
model  (chairman,  vice-chairman  and  seven  members,  subse¬ 
quently  enlarged  to  seven  vice-chairmen  and  nine  members, 
eleven  of  whom  are  of  technical  formation  and  four  of  whom 
are  economists)  and  has  been  advised  by  a  technical  council 
composed  of  scientific  and  ministerial  consultants. 

*•  In  the  key  sector  of  industry  there  are  1 ,000  enterprises  of 
republican  subordination,  and  nearly  two-thirds  of  their  gross 
output  is  produced  in  the  regions  of  Bra§ov,  Bucharest,  Hune- 
doara,  Ploe$ti  and  Banat.  The  planning  staff  of  about  400  can 
thus  readily  keep  in  close  touch  with  production  units. 


each  prcxluction  ministry  there  are  departments  for 
general  policy  (finance,  planning,  capital  construction, 
technology,  sales)  and  for  the  operational  direction  of 
enterprises,  grouped  by  the  nature  of  the  production 
process.*®  Some  vertical  integration  is  effected  by  the 
creation  of  local  “  combines  ”  of  enterprises  run  by 
the  same  ministry,-®  either  on  the  basis  of  joint  supply 
(e.g.  the  Hunedoara  Combine  for  refractories,  coke- 
chemicals  and  steel  making,  or  the  Baia-Mare  Com¬ 
bine  for  sulphur  and  non-ferrous  metals)  or  of  joint 
demand  (the  Re§i(a  Combine  for  ore,  silica,  magnesite 
and  coal  mining  and  iron  and  steel  smelting).  In 
foreign  trade  the  same  principle  is  established  by  the 
pattern  of  product-specialized  monopolies.  The  excep¬ 
tions  to  the  general  rule  are  enterprises  of  “  local 
industry”,®*  subordinated  to  the  municipalities,  etc. 
in  which  they  are  located.  Virtually  all  of  the  3,000 
enterprises  so  classified  at  the  start  of  the  period  were 
service  trades. 

Since  the  pattern  was  established  in  the  early  fifties, 
adjustments  —  common  in  varying  degrees  to  the 
country’s  neighbours  —  have  been  made  in  four  main 
respects,  two  of  which  strengthened  central  control 
and  two  of  which  were  measures  of  decentralization. 

The  two  types  of  centralizing  measure  have  been  of 
a  relatively  minor  nature.  The  first  has  been  some 
reduction  in  the  number  of  central  ministries  from 
26  to  16  (of  which  ten  have  economic  functions)  in 
order  to  inhibit  the  establishment  of  departmental 
“  self-sufficiencies  ”,  the  abuse  of  which  led  in  the 
Soviet  Union  to  the  liquidation  of  industrial 
ministries.®®  But  in  Rumania,  the  relative  smallness  of 
the  economy  and  the  authority  of  the  Planning  Com¬ 
mittee  had  prevented  the  problem  reaching  major 
proportions.  The  second  measure  has  been  the  nation¬ 
alization  of  co-operatives ;  and  in  1959  nearly 
half  of  the  industrial  co-operatives  were  converted 
into  state  enterprises  (see  Table  2). 

Of  the  measures  involving  devolution,  the  most 
important  has  sought  to  simplify  the  structure  of 
planning  and  control  and  hence  to  afford  lower 
echelons  a  wider  initiative  in  establishing  production 
and  distribution  programmes.  In  the  earliest  years 
— 1949  to  1952  —  an  insufficiency  of  trained  staff  in 


*’  Thus  the  Ministry  of  Oil  and  Chemicals  has  directorates- 
general  for  oil  extraction,  oil  refining,  natural  gas,  petro¬ 
chemicals,  pharmaceuticals,  papermaking,  etc.;  the  Ministry  of 
Ferrous  Metallurgy  and  Engineering  has  directorates-general  for 
ferrous  metallurgy,  electrical  engineering,  vehicles,  farm 
machinery,  oil  equipment,  and  rolling  stock,  ships  and  heavy 
equipment. 

Attempts  to  run  combines  under  two  ministries  have  been 
abandoned. 

**  And,  of  course,  co-operative  (and  other  non-state)  enter¬ 
prises. 

**  After  a  similar  attempt  to  limit  the  problem  by  ministerial 
mergers.  See  Survey  for  1957,  Chapter  I,  pp.  32-37  on  the  Soviet 
Union,  and  p.  42  on  Rumania. 
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Table  2 


Subordination  of  industrial  enterprises 
in  the  socialist  sector  in  1955,  1959  and  1960 


Number  of  enterprises 
at  end  of  year 

Average  annual 
employment  (thousands) 

1955 

1959 

I960  j 

1955 

1959 

I960 

Republic  .... 

1  306 

1  049 

1  001 

868 

950 

1  003 

Local . 

292 

419 

318 

81 

151 

149 

Co-operative  .  . 

625 

341 

339 

123 

80 

89 

Total  .... 

2  223 

1  809 

1  658 

1  073 

1  182 

1  241 

Source:  Anuaru!  statistic  1961,  p.  113. 

Note.  —  This  table  excludes  industrial  workshops  of  enterprises  whose 
principal  activity  is  other  than  industry  (which  are  included  in  Table  S  and 
Appendix  Table  III). 

the  production  ministries  left  much  detailed  planning 
and  control  in  the  hands  of  the  State  Planning  Com¬ 
mission  and  decisions  of  a  very  detailed  nature  were 
directly  made  by  the  Council  of  Ministers  and  the 
Central  Committee  of  the  Workers’  Party.-®  By  1952 
the  Council  of  Ministers  was  satisfied  that  it  need  itself 
only  approve  the  indicators  of  the  annual  plan  with 
some  summary  breakdowns  by  quarter,  and  “  transfer 
the  centre  of  gravity  of  quarterly  planning  to  ministries 
and  other  central  organizations  In  December  1956 
a  further  devolution  was  effected,  and  the  number  of 
annual  State  Plan  indicators  approved  by  the  Council 
of  Ministers  was  sharply  cut,  as  the  following  figures 
show.*® 

Number  of  indicators  in  the  State  Plan 


1955  1959 

1.  Industn' 

Output  targets .  900  684 

Percentage  of  specific  operations  to  be 

mechanized .  26  23 

Introduction  of  mechanized  processes.  .  16  — 

Introduction  of  new  products .  152  77 

New  technological  processes .  113  32 

2.  Transport 

Railway  transport .  217  55 

Other  transport .  411  85 

3.  Retail  sales 

Specified  commodities  .  73  13 


By  the  same  decision,  allocation  of  the  wage  fund 
in  the  State  Plan  was  restricted  to  a  distribution  by 
ministries,  these  latter  being  made  responsible  for  ela¬ 
borating  the  wage  funds  of  their  enterprises  as  corol- 

The  administrative  apparatus  of  which  has  a  number  of 
specialized  economic  sections. 

**  Moldovan,  op.  cit.,  p.  51,  who  provides  a  full  description 
of  the  developments  analysed  in  the  present  section. 

Ibid.  Elsewhere  (Prohleme  economice.  No.  11,  1958,  p.  26) 
Moldovan  records  that  the  number  of  industrial  output  targets 
set  in  the  1956  State  Plan  was  as  high  as  1,000,  being  reduced 
by  the  decree  at  the  end  of  that  year  to  700  for  1957. 


laries  to  their  output  tasks.  The  limit  of  the  aggregate 
wage  fund  thus  remained,  with  estimates  of  other  per¬ 
sonal  incomes,  as  the  key  constraint  in  forecasting 
household  outlays  and  the  corresponding  programmes 
for  consumers’  goods  and  services ;  and  enterprises’ 
planned  wage-funds  could  only  legally  be  exceeded  if 
an  equivalent  production  increment  was  forthcoming. 
Since  the  product  increment  in  excess  of  plan  clearly 
might  not  be  in  wage-goods,  an  expansion  was  autho¬ 
rized  of  inventory  holdings  at  industrial  and  construc¬ 
tion  enterprises  and  flexibility  in  distribution  was 
enhanced  by  transferring  2,500  products  from  the 
ministries  and  directorates-general  to  enterprises.®®  In 
1956  also  a  radical  change  was  carried  out  in  agricul¬ 
tural  planning ;  the  setting  of  central  output  targets 
was  abolished,  forward  contracts  remaining  to  act  as 
the  framework  for  centralized  allocations  and  for  oper¬ 
ations  by  farms  and  MTS.  Trade  enterprises  were  also 
afforded  wider  authority  to  conclude  contracts  for 
consumers’  goods  directly  with  farms  and  factories. 

A  final  group  of  measures,  cognate  with  this  devo¬ 
lution  down  lines  of  authority  radiating  from  the 
centre,  has  been  a  certain  enhancement  of  ^he  powers 
of  regional  and  local  authorities.  In  1957,  planning 
sections  of  regional  councils  became  responsible  for 
approving  plans  and  budgets  for  local  industry, 
locally  administered  construction,  artisan  co-opera¬ 
tives,  farms  and  MTS,  procurements,  retail  trade, 
local  transport  and  certain  social  outlays.  The  classi¬ 
fication  “  local  industry  ”  had  been  gradually  widening 
and  by  1957  comprised  9,000  enterprises  the  industrial 
units  of  which,  as  Table  2  shows,  occupied  around 
100,000  workers.  During  1956-1958  regional  and  local 
authorities  had  transferred  to  their  competence  all 
bakeries  and  bread  factories,  most  flour  mills  and  a 
number  of  building-material  enterprises,  as  well  as 
responsibility  for  fresh-water  fisheries  and  cinemas. 
Half  of  the  over-plan  profits  of  these  enterprises  are 
left  at  the  disposal  of  the  territorial  authority.®*  In 
December  1959  the  Central  Committee  of  the  Workers’ 
Party  reviewed  the  steps  that  had  been  taken  towards 
the  decentralization  of  economic  management :  ®®  the 
1960  investment  budget  of  regional  and  local  councils 
was  2.3  billion  lei,®°  against  1  billion  in  1955  ;  retail 

®*  Gh.  Gheorghiu-Dej,  Report  to  the  Central  Committee  of  the 
Workers'  Party,  Sctnteia,  30  December  1956.  The  devolution  of 
wage  planning  was  accompanied  by  the  transfer  of  recruitment 
and  job  training  plans  to  the  competence  of  enterprises  but  higher 
and  technical  training  programmes  were  of  course  made  with 
central  collaboration. 

In  the  Soviet  Union,  for  example,  Union-Republican  and 
oblast  planning  agencies  are  duaMy  subordinate  to  the  territorial 
authority  and  to  Gosplan;  but  dual  control  is  no  longer  practised 
in  Rumania. 

**  Moldovan,  Probleme  economice,  he.  cit.,  p.  27. 

**  Scinteia,  6  December  1959. 

“  One-tenth  of  all  state  investment.  Gross  output  of  local 
industry  was  valued  at  10  billion  lei,  but  no  national  figure  is 
available  for  comparison. 
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sales  from  shops  of  regional  and  local  subordination 
(including  co-operatives)  had  risen  from  16  billion  lei 
in  1955  to  24  billion  in  the  1960  Plan  ;  and,  within 
the  total  housebuilding  plan  for  1960,  24,000  flats  out 
of  31,000  were  scheduled  for  local-authority  construc¬ 
tion.  The  Central  Committee  recommended  the  estab¬ 
lishment,  as  organs  of  regional  authorities,  of  economic 
councils  with  powers  over  centrally  subordinated 
agencies  and,  fifteen  months  later,  a  law  was  enacted 
to  this  effect.^*  It  provided  for  such  bodies  to  be  set 
up  under  each  regional  council  (and,  with  the  approval 
of  the  Council  of  Ministers,  in  certain  towns)  to  survey 
long-term  development  and  the  use  of  natural  re¬ 
sources  and  to  “  co-ordinate  the  plans  of  local  industry 
with  those  of  republican  industry  situated  in  the 
region  ”  and  to  comment  to  the  State  Planning  Com¬ 
mittee  and  the  relevant  ministry  on  draft  plans  for 
republican  industry. 

The  Rumanian  Workers’  Party  is  an  instrument 
of  local  co-ordination  as  well  as  a  centralizing  and 
directive  force.®®  Its  regional,  city,  and  district  com¬ 
mittees  are  required  closely  to  follow  all  aspects  of 
economic,  cultural  and  social  activity  within  their  area 
and  to  exercise  control  not  only  in  the  direction  of 


Total  turnover  of  state  and  co-operative  stores  was  28 
billion  lei  in  1955  and  41  billion  lei  in  1960  (actual). 

**  Scinteia,  23  March  1961.  The  delay  was  legalistic  rather  than 
practical,  since  ad  hoc  councils  with  representatives  of  central 
departments  had  been  set  up  to  establish  regional  drafts  of  the 
Third  Five-year  Plan  during  1959-1960  and  these  were  in  effect 
made  permanent. 

See,  for  example,  I.  Rachmuth,  F.  Balaure,  “  The  Scientific 
Character  of  the  Policy  of  the  Rumanian  Workers’  Party  to 
Construct  a  Socialist  Economy  ”  in  Economia  Rominiei  1944- 
1959,  op.  cit.,  pp.  11-31;  and  V.  Rausser,  “  Party  Leadership  in 
the  Planned  Development  of  the  Economy  ”,  Probleme  econo¬ 
mice,  No.  4,  1961,  pp.  96-109. 


promoting  general  state  interests,  but  also  —  by  pro¬ 
viding  a  ready  means  of  contact  outside  governmental 
subordinations  —  to  ensure  the  smooth  running  of 
local  economic  activity,  since  this  result  is  one  of  the 
criteria  by  which  their  efficiency  is  judged. 

The  official  encouragement  of  “  planning  from 
below  ”  through  the  primary  formulation  of  projects 
at  the  enterprise  level  is,  like  the  effects  of  local  party 
initiative,  imponderable  in  any  assessment  of  the 
degree  of  centralization  ;  but  the  continuing  detail  of 
the  State  Plan,  and  the  still  limited  authority  of  local 
councils  in  the  plan  and  control  mechanism,  imply 
that  its  extent  is  considerable.  The  recent  devolutions 
are  notably  small  when  viewed  in  the  perspective  of 
the  reorganization  on  a  territorial  basis  of  industrial 
administration  in  Bulgaria,  eastern  Germany,  Poland 
and  the  Soviet  Union  since  1957.®^  In  the  three 
economies  operating  under  a  ministerial  hierarchy, 
Czechoslovakia,  Hungary  and  Rumania,®®  there  is  a 
remarkable  degree  of  similarity  in  industrial  subordi¬ 
nation  :  percentage  employment  in  local-authority 
enterprises  is  respectively  5,  8  and  12  and  in  co-oper¬ 
ative  enterprises  5,  9  and  7,  the  remainder  being  run 
by  central  ministries.  In  considering  Rumanian  econo¬ 
mic  development,  therefore,  it  is  appropriate  to  record 
that  the  country  operates  one  of  the  most  highly 
centralized  mechanisms  in  Europe  and,  indeed,  the 
world. 


**  And,  of  course,  the  variant  pattern  earlier  chosen  in  Yugo¬ 
slavia  (the  Bulletin,  Vol.  10,  No.  3,  pp.  43-62).  On  the  other 
reorganizations,  see  the  Survey  for  1957,  Chapter  I,  pp.  32 
et  seq.  and  the  Bulletin,  Vol.  10,  No.  1,  pp.  34-35;  the  Bulgarian 
replacement  of  ministries  by  regional  bodies  took  place  in  1959. 

®®  On  the  division  of  responsibility  between  ministries  and 
local  authorities  in  Albania,  see  the  Survey  for  1960,  Chapter  VI, 
p.  8. 


2.  National  Product  under  the  Two  Five-year  Plans 


The  Growth  of  National  Income 

The  two  successive  plans  for  1949  and  1950  aimed 
at,  and  achieved,  a  rapid  recovery  of  the  overall  level 
of  national  product.  In  1950  prices  (the  base  of  the 
only  official  postwar  index  number  illustrated  in 
Chart  1)  national  income  produced  in  1950  was  99.5 
per  cent  of  that  of  1938  on  comparable  territory,®® 
and  97  per  cent  if  the  share  of  agriculture  is  estimated 
in  1938  prices.®^  Both  calculations  combine  a  sur- 

®*  The  1938  area  incorporated  Bessarabia,  northern  Bukovina 
and  southern  Dobrogea. 

Secretariat  estimate  based  on  the  calculations  of  D. 
Iordan  and  M.  Georgescu  in  Enciclopedia  Rominiei,  Vol.  IV, 
1943,  pp.  941-966,  in  the  light  of  the  interpretation  by  D. 
Grindea,  Probleme  economice.  No.  1,  1956,  pp.  153-173.  All 
statements  on  the  national  product  or  income  of  Rumania  in 
this  article  relate  to  the  definition  adopted  by  the  national 


passing  of  the  pre-war  industrial  level  ®®  with  shortfalls 
in  agriculture  and  other  branches.  The  weather  in 
1950  was  bad  for  crops  and,  in  1950  prices,  farm 
output  was  30  per  cent  below  the  1938  production ; 
and  net  product  generated  in  trade  was  35  per  cent,  in 
transport  20  per  cent,  and  in  other  branches  —  mainly 
cottage  industry  —  25  per  cent  below  that  of  1938. 
These  developments  brought  national  income  per  head 
from  66  per  cent  of  the  1938  level  in  1948  to  95  per 
cent  in  1950. 


Central  Statistical  Office,  which  excludes  the  value  of  non¬ 
productive  services  (cf.  the  Bulletin,  Vol.  11,  No.  3,  pp.  52-68). 

®*  Net  output  of  industry  in  1950  prices  was  64  per  cent 
above  the  1938  level,  having  risen  faster  than  the  index  number 
of  gross  (or  global)  industrial  output  at  1955  prices,  which  was 
47  per  cent  above  the  1938  level.  On  the  margin  between  these 
index  numbers,  see  below. 
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From  1950  to  1960  the  index  number  of  national 
income  rose  to  268  (1950  =  100) : 

Index  numbers 


1950 

1955 

I960 

1938  =  100 

1950  = 

100 

Industry . 

164 

218 

373 

Construction . 

238 

218 

425 

Agriculture  and  forestry  .  . 

70 

170 

168 

National  income  produced 
Total . 

.  100 

192 

268 

Per  capita . 

95 

181 

237 

Source:  Appendix  Table  1. 


This  represents  an  average  annual  increment  of 
over  10  per  cent  during  the  decade  —  among  the 
largest  recorded  in  postwar  Europe  over  a  compar¬ 
able  period  and  much  larger  than  the  rate  of  growth 
registered  in  Rumania  during  the  inter-war  years.®* 
But  the  more  rapid  the  development  from  a  relatively 
early  stage  of  industrialization,  the  more  intractable 
is  the  problem  of  mensuration.  First,  the  national 
product  of  1960  differed  substantially  in  its  com¬ 
position  from  that  generated  a  decade  earlier  ;  and  it 
appears  that,  broadly  speaking,  those  sectors  and 
branches  we’^e  expanded  fastest  whose  relative  costs 
(and  prices)  declined  most.  Thus,  within  the  ten  years 
the  1950  price-weights  for  the  index  numbers  of 
national  product  and  its  major  components  became 
obsolete ;  but  a  re-calculation  at  constant  1960  prices 
would  only  imply  a  pattern  of  weights  equally  inap¬ 
propriate  for  the  earlier  period.  Secondly,  the  creation 
of  virtually  new  industries  —  in  chemicals  and  en¬ 
gineering,  for  example  —  creates  a  problem  of  pricing 
products  which  were  not  manufactured  in  Rumania 
in  1950.  In  engineering,  which  generated  a  quarter  of 
gross  industrial  output  in  1960  against  13  per  cent  in 
1950,  the  share  of  new  products  non-comparable  with 
existing  or  previous  production  lines  ranged,  in  1958- 
1959,  from  9  per  cent  of  the  value  of  output  of  agri¬ 
cultural  machinery  to  33  per  cent  of  equipment  for 
the  mining  and  petroleum  industries.'** 

Assuming  steady  rates  of  change,  mid-period  prices 
would,  in  principle,  provide  the  most  innocuous 
weights  ;  but  they  cannot  offer  an  ideal  solution  or 
remove  di.stortions  introduced  by  the  inevitably  some¬ 
what  arbitrary  choice  of  base-year  prices  for  new 

®*  An  adaptation  by  the  secretariat  of  Iordan  and  Georgescu’s 
calculations  for  1926  to  1938  (loc.  cit.)  to  the  definition  of 
product  now  used  in  Rumania  (with  minor  divergences), 
combined  with  an  inflation  of  their  current  price  aggregates  to 
a  constant-price  basis,  shows  an  average  annual  increment  of 
2  per  cent  over  the  period. 

D.  Lazar,  Probleme  economice.  No.  7,  1959,  p.  52.  The  role 
of  prices  in  determining  the  structure  and  changes  in  volume  of 
national  income  is  stressed  in  the  organ  of  the  Central  Statistical 
Office,  Revista  de  statistics.  No.  6,  1958,  especially  pp.  10-12. 

“  Such  an  assumption  would  not  be  entirely  valid  for 
Rumania,  since  major  changes  in  agricultural  prices  took  place 
in  1956. 


products.  The  Rumanian  Central  Statistical  Office  has 
published  annual  data  on  national  product  by  sector 
of  origin  in  current  prices  (see  Appendix  Table  II). 
From  these  data  for  1950  and  1955,  and  the  index 
numbers  of  net  output  in  the  main  sectors  at  1950 
prices,  it  is  possible  to  calculate  the  ratio  of  1950  to 
1955  prices  for  each  major  sector,  and  thus  the  broad 
composition  of  national  income  produced  in  1950  at 
1955  prices.'*®  In  the  second  part  of  the  table  below, 
the  shares  in  national  income  in  1950  (at  1955  prices) 
thus  calculated  have  been  used  to  weight  both  the 
sectoral  index  numbers  of  net  output  at  1950  prices 
and  those  of  gross  output  of  industry  and  of  agri¬ 
culture  at  1955  prices.'*® 


Contributions  to  national  income  produced 


Industry 

Agri¬ 

culture 

Other 

Total 

In  1950  prices 

(i)  1950  percentage  share  in  net 
product . 

44 

28 

28 

100 

(ii)  Index  number  of  net  output  in 
1960  (1950  =  100) . 

373 

168“ 

204 

268 

In  1955  prices 

(iii)  1950  percentage  share  in  net 
product . 

34 

42 

24 

100 

(iv)  Index  number  of  net  output  in 
1960  (1950  =  100) . 

246* 

(v)  Index  number  of  gross  output 
in  1960  (1950  =  100)  ...  . 

340 

174' 

238  <* 

®  Including  forestry. 

^  Applying  weights  in  line  (iii)  to  the  sectoral  index  numbers  in  line  (ii). 

^  Excluding  forestry. 

Applying  the  index  number  for  “  other  ”  output  in  line  (ii). 

It  is  apparent  that  the  substitution  of  mid-period  for 
base-year  prices  would  reduce  the  apparent  rate  of 
growth  of  national  income  over  the  decade  —  and 
almost  certainly  to  something  less  than  the  138  per 
cent  shown  in  the  last  line  of  the  above  table.  This 
figure  is  the  result  of  weighting  sectoral  index  numbers 
of  global  output,  and  it  is  clear  that  the  degree 
of  duplication,  implied  by  the  double-counting  of 
those  outputs  of  one  enterprise  which  appear  in  the 
inputs  of  another,  has  somewhat  increased  during  the 
period  :  the  index  number  of  gross  output  of  industry 
shown  above  overstates  the  rise  in  net  output  (and, 
still  more,  the  rise  in  value  added  **)  by  more  than 

**  The  adjustment  is,  of  course,  only  approximate,  since  it 
does  not  allow  for  intra-sector  changes  in  the  structure  of 
output  between  the  two  years  —  i.e.  it  assumes  that  the  price 
relative  derived  for  any  sector  by  comparing  1955  output  at 
current  and  1950  prices  can  be  used  to  revalue  the  1950  sectoral 
output  at  1955  prices. 

*®  As  published  in  Anuarul  statistic  1961,  pp.  94,  123  and  259. 

**  The  decade’s  increment  in  net  industrial  output  substanti¬ 
ally  exceeded  that  of  fixed  industrial  assets:  the  1960  mean 
capital  to  output  ratio  and  hence  the  share  of  depreciation  in 
costs,  was  thus  lower  than  in  1950. 
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the  similar  index  number  for  agriculture  understates 

it/® 

It  is  difficult  to  judge  whether  or  not  any  adjust¬ 
ment  should  be  made  for  inflation  (or  deflation)  of 
the  index  numbers  arising  from  the  methods  used  to 
establish  a  notional  base-year  price  for  new  products 
not  produced  in  1950  (or  1955).  However,  the 
Rumanian  Statistical  Office  attempts  to  minimize  the 
danger  of  inflation  arising  from  an  over-valuation  of 
new  products  by  waiting  until  the  product  has  been 
in  production  for  two  years  before  establishing  its 
notional  base-year  price  —  by  deflating  its  current 
price  by  the  actual  price  change  over  the  same  period 
for  some  similar  product.^ 

Finally,  it  has  to  be  remembered  that  the  relative 
sector  contributions  to  national  income,  and  the  rate 
of  overall  growth,  are  affected  by  valuation  at  estab¬ 
lished  prices  which  do  not  reflect  either  relative  values 
in  the  Marxian  sense  or  relative  factor  costs  as  in  the 
national  accounts  of  many  market  economies  (or  the 
United  Nations  System  of  National  Accounts).  The 


Data  are  available  on  the  share  of  net  product  (net  national 
income  generated)  in  gross  (or  global  social)  product  and,  for 
republic-subordinated  industry  only,  for  the  share  of  materials 
and  depreciation  in  costs  of  production  (ibid.,  pp.  94  and  164). 
Both  these  series  are,  however,  in  current  prices  and  cannot  be 
used  to  adjust  the  index  numbers  of  gross  output  at  1955  prices 
to  a  net-output  basis.  They  show  that,  at  current  prices,  the 
share  of  net  national  income  in  global  social  product  fell  from 
48.4  per  cent  to  40.8  per  cent  between  1950  and  1960,  and  that 
of  wages,  social  insurance  premia  and  other  non-material 
outlays  in  industrial  production  costs  fell  from  25.9  per  cent  to 
24.0  per  cent.  For  agriculture  and  forestry,  however,  the  share 
of  net  output  in  global  product  rose  from  55.7  per  cent  to  65.2 
per  cent  (see  Appendix  Table  11). 

The  gross  and  net  output  series  at  constant  prices  also  vary 
in  that  the  net  series,  from  the  national  accounts,  is  based  on 
values  at  the  “  wholesale  prices  of  industry  ”  (inclusive  of 
turnover  tax)  whereas  the  gross  series  are  based  on  values  at 
“  wholesale  prices  of  the  enterprise  ”  (excluding  turnover  tax). 

**  Problems  similar  to  those  discussed  above,  and  some 
others,  arose  also  in  interpreting  production  index  numbers  for 
Bulgaria  in  the  study  on  economic  development  in  that  country 
published  in  the  Survey  for  1960  (Chapter  VI,  pp.  19-21  and 
23-26).  It  seems  that  the  Rumanian  Statistical  Office  has  tried 
to  avoid  any  inflation  of  the  statistics  of  growth  of  national 
income  which  might  arise  from  an  extension  of  the  boundary  of 
statistically  recorded  output,  by  including  all  commercial 
activities  contributing  to  material  product  (see  A.  Nazarie, 
“  The  place  of  household  industry  in  the  statistical  analysis  of 
material  production  ”,  Revista  de  statistics.  No.  1,  1958, 
pp.  20-26).  Nevertheless,  some  “  absorption  ”  of  previously 
unrecorded  activities  certainly  affected  the  statistics  of  growth 
of  output  from  1948  to  1950,  even  if  it  was  relatively  insignificant 
thereafter. 

The  volume  of  output  of  cottage  industry  was  less  in  1950 
than  in  1938  (at  1950  prices,  see  Appendix  Table  1)  but  its 
share  in  national  income  was,  nevertheless,  nearly  equal  to 
that  of  construction  and  higher  than  that  of  transport  (see 
Appendix  Table  II).  The  volume  of  output  appears  to  have  risen 
up  to  1955  and  then  declined  slightly  during  subsequent  years, 
though  remaining  10-20  per  cent  above  the  1950  level. 

As  in  any  other  economy  at  a  similar  stage  of  development 
a  considerable  part  of  the  rise  in  output  in  some  branches  (for 
example,  food-processing  and  clothing)  has,  of  course,  reflected 
the  progressive  monetization  of  the  economy  and  the  increasing 
transfer  of  some  activities  such  as  baking  and  garment  making 
from  the  home  to  the  factory  or  other  commercial  enterprise. 


attribution  of  turnover  tax  almost  entirely  to  industrial 
output  (until  the  price  reforms  of  1954-1955  it  applied 
to  capital  goods  as  well  as  consumers’  goods)  tends 
to  over-weight  that  branch  of  output  relatively  to  the 
slow-growing  agricultural  sector.  The  net  result  is 
certain  to  show  a  somewhat  faster  rate  of  overall 
growth  than  would  appear  were  turnover  tax  evenly 
spread,  but  it  is  impossible  to  quantify  the  difference. 

However,  the  reservations  made  above  would  hardly 
displace  Rumania  from  its  rank  as  one  of  the  most 
dynamic  economies  of  Europe  during  the  last  decade; 
nor  would  they  show  the  pattern  of  sector  contribu¬ 
tions  differing  markedly  from  those  in  other  eastern 
European  countries.  On  the  basis  of  unadjusted 
Rumanian  statistics,  net  output  of  industry  was  tripled, 
and  of  construction  more  than  quadrupled  ;  but  agri¬ 
cultural  output  rose  by  less  than  two-thirds,  and  by 
only  40  per  cent  over  the  average  of  the  bad  and 
good  years  1950  and  1951. 

The  Use  of  National  Income 

No  national  expenditure  accounts  have  been  pub¬ 
lished  in  Rumania,  so  that  the  task  of  assessing  the 
investment  effort  involved  in  achieving  the  rise  in 
national  product  shown  in  Chart  1  is  particularly  dif¬ 
ficult,  as  is  that  of  measuring  the  growth  of  consump¬ 
tion  which  it  made  possible.  The  trend  of  investment 
is  illustrated  in  Chart  2 :  its  pattern  and  the  available 
indicators  of  changes  in  living  standards  are  discussed 
in  sections  3  and  6  below. 

Isolated  official  statements  on  the  distribution  of 
national  income  have  nevertheless  been  made  ;  and 
it  may  tentatively  be  concluded  from  such  statements 
that  in  the  initial  two  years  of  the  First  Five-year  Plan 
(1951-1955)  the  share  of  accumulation  in  national 
income  exceeded  30  per  cent,  as  this  share  was  planned 
to  be  reduced  to  27.8  per  cent  in  1953-1955,^®  and 
in  1953  was  29  per  cent.'*®  Over  the  average  of  the 
years  1951-1955  the  accumulation  ratio  was  reported 
as  being  approximately  one-quarter,®“  but  this  was 
calculated  at  different  prices.  Until  the  price  reforms 
of  1954-1955,  prices  of  producers’  goods  included 
turnover  tax,  whereas  afterwards  (with  a  few  excep¬ 
tions)  the  tax  was  levied  only  on  consumers’  goods.®* 


*’  Presumably  relating  to  “  national  income  for  distribution  ” 
—  i.e.  domestic  product  plus  the  foreign  trade  deficit  or  minus 
the  trade  surplus  —  though  this  has  never  been  made  clear. 
Neither  have  the  price-bases  of  the  ratios  subsequently  men¬ 
tioned  ever  been  clearly  slated. 

“  Gh.  Gheorghiu-Dej,  Scinteia,  23  August  1955. 

Statement  by  the  Vice-President  of  the  Council  of  Ministers, 
ibid.,  13  September  1955. 

®“  Gh.  Gheorghiu-Dej,  Articole  fi  cuvtntdri  1955-1959,  1959, 
p.  62. 

“  Cf.  M.  Manescu  in  Probleme  economice.  No.  9,  1955, 
pp.  64-76,  and  in  Finansy  SSSR  (Moscow),  No.  10,  1956, 
pp.  30-42. 
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Table  3 


Indicators  of  economic  development  during  the  first  two  Five-year  Plans 


Index  numbers  —  Data  in  italics  refer  to  the  socialist  sector  alone 


1955  (1950 

=  100) 

1960(1955 

=  100) 

I960 

(1950  =  100) 

Plan 

Actual 

Plan 

Actual 

Actual 

National  income . 

192 

150 

140 

268 

of  which : 

Net  output  of  industry . 

218 

171 

373 

Net  output  of  agriculture  and  forestry  . 

170 

99 

167 

Investment  outlays . 

238 

167-175“ 

152“ 

430 

Fixed  assets . 

125 

129 

161 

Global  output  of  industry . 

244  6 

202 

160-165 

168 

340 

Employment  in  industi7 . 

139 

143 

110 

117 

167 

Labour  productivity  in  industry . 

175 

149 

145-150 

148 

220 

Employment . 

138 

139 

no 

153 

Real  wages . 

125 

130 

148 

185 

Volume  of  retail  sales . 

217 

200 

161-164 

145 

290 

Goods  transport  (ton/km)  ® . 

170 

184 

150-155 

142 

260 

Imports  (value)  . 

190 

140 

266 

Exports  (value)  . 

199 

170 

338 

Sources  :  Plan  documents;  and  Anuarul  Slatislic  1961,  pp.  93-94,  102-103, 
264,  315. 

Note.  —  Except  where  otherwise  stated,  the  socialist  sector  includes 
collective  and  co-operative  farms.  National  income  data  are  at  1950  prices; 
investment  is  at  1959  prices;  fixed  assets  at  1949  prices  or  original  cost  if 


installed  later;  industrial  statistics  at  1955  prices;  retail  sales  (excluding  retail 
sales  by  collective  farms)  at  unstated  comparable  prices. 

“  Increase  of  the  total  for  the  five  years  1956-1960  as  compared  with  1951-1955. 
**  1948  prices. 

^  Common-carrier  haulage  of  the  Ministry  of  Transport  only. 


As  a  consequence  of  this,  and  of  other  price  changes, 
the  prices  used  in  1955  and  subsequently  were  on 
average  below  the  1950-1954  level  by  7  per  cent  for 
construction  and  by  10-50  per  cent  for  the  various 
types  of  home-produced  equipment.®^ 

A  larger  share  of  national  income  was  undoubtedly 
devoted  to  consumption  after  the  policy  changes  intro¬ 
duced  during  the  second  half  of  1953.  Investment 
outlays  (in  constant  prices)  were  below  those  of  1953 
in  the  two  following  years  ;  they  rose  sharply  in  1956 
but  were  again  checked  by  a  policy  change  at  the  end 
of  that  year,  and  a  sustained  expansion — almost  as 
sharp  as  in  the  first  three  years  of  the  decade — was 
effected  only  from  1958  onwards.  For  the  Second 
Five-year  Plan  (1956-1960)  the  planned  accumulation 
ratio  was  23  per  cent ;  ”  but  the  revisions  introduced 
at  the  end  of  1956,  to  increase  the  share  of  consump¬ 
tion,  resulted  in  an  actual  share  of  accumulation 
during  the  period  of  the  Plan  of  less  than  20  per  cent 
of  national  income.®^  In  the  light  of  the  date  of  the 


I.  Mihai,  Revista  de  statistics.  No.  5,  1958,  p.  25. 
”  Gh.  Gheorghiu-Dej,  op.  cit.,  p.  74. 

Gh.  Gheorghiu-Dej,  Scinteia,  21  June  1960. 


price  changes  mentioned  above,®®  this  share  is  likely 
to  be  comparable  with  the  25  per  cent  of  the  first 
Five-year  Plan,  though  not  with  the  30  per  cent 
(approximately)  of  the  earlier  years  of  that  period 
when  producers’  goods  were  subject  to  turnover  tax. 
For  the  Six-year  Plan  (1960-1965)  an  increase  in  the 
rate  of  accumulation  is  envisaged,  and  in  1960  state 
investment  rose  32  per  cent  above  the  1959  level  while 
national  pr(xiuct  increased  by  11  per  cent. 

The  Pattern  of  Growth  Under  the  First  Five-year 

Plan,  1951-1955. 

The  Plan  for  1951-1955  had,  according  to  the 
directives,  two  fundamental  tasks  —  “  the  edification 
of  the  economic  basis  of  socialism  ”,  which  meant 
rapid  industrialization,  primarily  by  the  development 
of  heavy  industry,  and  the  “gradual  elimination  of 
capitalist  elements  from  the  country’s  economy”, 

®®  Although  the  computation  of  investment  values  may  have 
been  subject  to  some  inflation  by  the  practice  of  using  stand¬ 
ardized  building  estimates  (like  the  changes  in  turnover  tax 
incidence,  a  practice  borrowed  from  the  Soviet  Union)  instead 
of  effective  prices  (cf.  I.  Rominu,  I.  Dirmon,  N.  Manta,  Revista 
de  statistics.  No.  12,  1958,  pp.  51-52). 
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implying  their  liquidation  in  industry  and  substantial 
reduction  in  trade  and  agriculture.  The  achievement 
of  the  ambitious  targets  in  industry  —  and  especially 
in  such  capital-intensive  branches  as  the  oil  industry 
and  electricity  generation  which,  together  with  metal¬ 
lurgy,  engineering,  chemicals  and  transport  (notably 
the  completion  of  the  Danube-Black  Sea  Canal,  started 
in  1949),  were  the  priority  branches  —  required  a 
major  investment  effort.  In  agriculture  the  plan  fore¬ 
saw  the  gradual  passage  to  socialism  through  the 
creation  of  collective  farms,  and  special  stress  was 
put  on  mechanization.  The  output  targets  were  rather 
moderate  for  grain  (though  increases  in  yields  were 
projected)  and  for  animal  products,  but  extremely  high 
for  technical  crops.®® 

Major  amendments  were  made  to  the  initial  plan 
at  the  August  1953  Plenum  of  the  Central  Committee 
of  the  Rumanian  Workers’  Party ;  but  these  were 
never  fully  made  public.®^  It  was  decided  to  reduce 
'  the  investment  ratio  in  1953-1955  to  27.8  per  cent 
of  national  income,  and  to  double  investment  in  the 
consumer-goods  industries  and  agriculture  as  com¬ 
pared  with  appropriations  initially  planned  for  those 
years.  In  industry,  special  attention  had  to  be  given 
to  branches  having  a  “  secured  basis  of  raw  mate- 
^  rials  ”.®®  Moreover,  after  mid-1953  incentives  were 
increased  in  agriculture,  where  the  sowing  pattern  was 
gradually  being  modified  (by  large  increases  in  the 
area  under  maize  and  a  reduction  in  that  of  technical 
crops)  and  special  measures  were  taken  to  speed  up 
'  the  growth  of  the  animal  sector  where  output  was 
stagnating. 

)  **  Especially  cotton,  sowings  of  which  were  planned  to 

increase  from  94,000  to  300,000  hectares  in  1955  (see  also 
section  5). 

The  major  investment  cuts  announced  concerned  a  stop- 
,  page  of  work  on  the  Danube-Black  Sea  Canal  (the  completed 
portion  of  which  was  used  for  irrigation)  and  the  postponement 
sine  die  of  projects  to  build  an  underground  railway  in  Bucharest 
and  to  make  Bucharest  a  river  port  by  digging  a  canal  from 
>  the  Danube. 

"  Gh.  Gheorghiu-Dej,  Scinteia,  23  August  1953. 


As  Table  3  shows,  the  virtual  doubling  of  national 
product  was  achieved  by  means  of  a  more  than  two¬ 
fold  increase  in  net  industrial  output  and  a  two-thirds 
rise  in  net  agricultural  output.  Three  considerations 
inhibit  a  precise  comparison  of  results  with  plans.  For 
agriculture,  the  eminently  logical  practice. is  adopted 
of  using  a  notional  average  crop  for  both  the  base 
and  the  target  year  of  the  plan.  The  1950  level  of 
farm  output  was  unusually  bad  but  the  1955  crop 
was  unusually  good.  By  and  large  the  even  years  of 
the  fifties  have  been  good  and  the  odd  years  poor, 
as  is  evident  from  Table  4.  The  base  for  the  index 
numbers  in  that  table  is  the  average  of  1950-1951 
and  the  averages  for  gross  output  in  1954-1955  and 
1955-1956  are  each  one-third  above  it.  The  goal  for 
the  Plan  was,  however,  an  88  per  cent  increment 
over  an  average  base  year.  Secondly,  for  industry  the 
gross  output  target  was  published  in  1948  prices  but 
the  results  are  available  only  in  1955  prices :  ®®  since 
it  was  officially  stated  that  the  original  target  had  been 
exceeded,  it  is  clear,  from  the  figures  in  Table  3,  that 
growth  had  been  faster  at  1948  prices  than  at  those 
of  the  later  year.  Thirdly,  as  has  already  been  men¬ 
tioned,  most  of  the  1953  plan  revisions  were  never 
published. 

The  incremental  capital  to  output  ratio  proved  to  be 
higher  than  expected,  especially  in  industry,  and  it 
was  necessary  to  invest  more  than  planned  in  order 
to  reach  the  target  output.  Moreover,  despite  the 
changes  introduced  in  1953,  the  share  of  industry  in 
total  investment  during  1951-1955,  and  that  of  the 
producer-goods  branches  in  t'jtal  industrial  investment, 
also  remained  significantly  higher  than  planned  (see 
Table  9  below).  The  high  (and  higher  than  planned) 
investment  ratio  during  the  period  up  to  mid-1953, 
the  neglect  of  investment  in  agriculture  and  the 


”  Net  outputs  continued  to  be  published  in  1950  prices  until 
1959,  but  no  plan  target  was  announced  in  net  terms. 

*®  See  also  Survey  for  1955,  Table  105. 


Table  4 


Agricultural  output  at  1955  prices,  1938  to  1960 

1 

Index  numbers,  average  1950-1951  =  100 


1938 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

I960 

Net  output  “ . 

121 

99 

119 

107 

144 

90 

133 

107 

142 

142 

Global  output . 

123 

105 

123 

124 

147 

118 

147 

125 

152 

153 

Crop  output  . 

130 

104 

132 

128 

155 

116 

156 

122 

158 

153 

Livestock  output  . 

110 

106 

105 

117 

132 

123 

129 

131 

140 

153 

Share  of  crops  in  global  output 

70 

66 

71 

68 

70 

65 

71 

65 

69 

66 

Source :  Anuarul  statistic  1961,  pp.  94  and  259. 

“  At  1950  prices  and  including  forestry  (which  occupied  3  per  cent  of  the  active  population  in  the  two  sectors  in  1950  and  1960). 
^  63  per  cent  in  1950  and  69  per  cent  in  1951. 
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consumer-goods  industries,  the  slow  expansion  of  state 
and  co-operative  retail  trade  to  replace  private  shops 
and  a  decline  in  housing  standards  —  all  common 
features  of  economic  development  in  eastern  European 
countries  during  these  years  —  were  reflected  in  what 
the  Chairman  of  the  Council  of  Ministers  acknow¬ 
ledged  as  an  “  unsatisfactory  rise  in  the  living 
standards  of  the  working  population  if  compared 
with  the  general  development  of  the  national 
economy  and  in  a  second  round  of  inflation 
which  had  to  be  checked  by  another  currency 
reform.®*  The  monetary  purge  and  the  changes  in 
investment  and  production  priorities  were  the  starting 
point  for  an  improvement  in  consumption  levels  dur¬ 
ing  the  second  half  of  the  plan  period.  The  rise  in 
the  real  wage  in  the  socialist  sector  from  1950  to  1955 
is  estimated  at  25  per  cent,  and  was  related  to  a 
volume  of  employment  greater  by  825,000  or  nearly 
40  per  cent.  Thus  aggregate  real  personal  income  in 
this  sector  must  have  risen  by  some  75  per  cent,  as 
national  income  doubled.  However,  production  of 
some  basic  consumer’s  goods,  such  as  cotton  and 
woollen  fabrics  and  leather  footwear,  and  output  of 
meat,  milk  and  eggs  rose  by  much  less  than  the 
estimated  rise  in  the  real  income  of  the  urban  popula¬ 
tion.®®  On  the  other  hand,  1955  was  a  very  good  year 
for  vegetable  foodstuffs.  Although  industrial  pro¬ 
cessing  of  consumers’  goods  considerably  increased, 
the  rise  in  consumption  in  terms  of  staple  foods  and 
materials  was  certainly  smaller  than  estimates  of  the 
increase  in  real  wages  might  suggest.®^ 

Within  the  industrial  sector,  the  oil  extraction, 
methane  gas,  engineering,  chemicals  and  timber 
branches  all  raised  output  by  more  than  planned,  but 
some  sectors  of  major  importance  for  future  deve¬ 
lopment —  electric  power,  cement,  steel,  rolled  pro¬ 
ducts  —  all  failed  to  reach  the  plaimed  levels  of  output 
by  1955  while  registering  widely  varying  percentage 
increases  over  the  1950  level  (over  1(X),  94,  38  and 
24  respectively). 

The  Second  Five-year  Plan,  1956-1960 

The  target  rate  of  increase  in  national  income  under 
the  Second  Five-year  Plan  —  50  per  cent  in  five 
years  —  was  in  fact  little  smaller  than  that  actually 
achieved  from  1950  to  1955,  if  the  comparison  is 
adjusted  for  the  fact  that  1955  was  an  exceptionally 


Gh.  Gheorghiu-Dej,  Scinteia,  23  August  1953. 

•*  See  Probleme  economice.  No.  1  and  No.  2,  1952,  for  details; 
and  the  Economic  Survey  of  Europe  Since  the  iVar,  p.  32,  for  a 
comparison  with  the  monetary  reforms  to  which  the  inflationary 
policies  of  Poland  and  Bulgaria  also  led  at  the  time. 

•»  See  Tables  3,  13  and  18. 

“  Its  small  increase  from  the  very  low  1950  level  probably 
contributed  to  the  failure  to  attain  the  planned  rise  of  labour 
productivity  in  industry  by  1955  (which  actually  increased  by 
49  per  cent  against  the  75  per  cent  planned). 


good  agricultural  year.  Industrial  output  was  planned 
to  rise  slightly  more  rapidly,  and  agricultural  output 
slightly  less,  than  national  income.  As  mentioned 
above,  the  share  of  accumulation  was  apparently 
expected  to  fall  slightly ;  but  the  planned  30  per  cent 
rise  in  real  wages  and  10  per  cent  increase  in  industrial 
employment  nevertheless  implied  a  rise  in  aggregate 
non-farm  personal  income  falling  slightly  short  of  the 
planned  increase  in  national  product. 

The  policy  changes  in  Poland  and  Hungary  in  Oc¬ 
tober  1956  were  echoed  in  Rumania  ;  and  the  govern¬ 
ment  conceded  that,  while  “  continuing  to  develop 
with  priority  the  industry  producing  means  of  produc- 
,  tion,  it  is  necessary  to  place  in  the  centre  of  our  atten¬ 
tion  the  task  of  a  systematic  and  determined  develop¬ 
ment  of  agriculture  and  of  the  consumer-goods  in¬ 
dustry  ”  and  “  the  improvement  of  the  proportion 
between  the  accumulation  and  the  consumption  fund, 
in  order  to  distribute  a  larger  share  of  national  income 
for  satisfying  the  material  and  cultural  requirements 
of  the  working  population  ”.®®  It  announced  a  com¬ 
prehensive  wage  reform  (average  total  earnings  to 
rise  by  15  per  cent,  and  basic  wages  by  36  per  cent, 
thus  increasing  considerably  the  share  of  basic  wages) 
and  the  abolition  of  obligatory  deliveries  from  farms 
from  the  beginning  of  1957.®® 

Analysis  of  the  fulfilment  of  the  Plan  is  complicated 
by  its  revision  in  late  1956  and  by  the  introduction  of 
a  new  Plan  in  its  last  year.  The  rate  of  growth  of 
national  income  and  of  output  and  employment  fell, 
as  had  been  initially  expected  ;  and  national  income 
at  1950  prices  increased  over  the  period  by  40  per 
cent  as  compared  with  50  per  cent  planned,  though 
the  planned  rise  in  global  industrial  output  was  slight¬ 
ly  exceeded  (see  Table  3).  A  major  plan  objective  in 
agriculture  was  “  considerably  to  raise  marketed  out¬ 
put,  and  in  the  first  place,  marketed  output  in  the 
socialist  sector  . . .  which  should  represent  at  the  end 
of  the  Second  Five-year  Plan  60-70  per  cent  of  all 
marketed  output.”  ®*  Data  on  total  market  igs  have 
not  been  published  but  the  share  of  the  socialist 
sector  reached  the  lower  of  the  planned  limits  in 
1959,®®  by  virtue  of  the  expansion  of  state  farm 
output  and  the  collectivization  described  in  section  5. 
The  Rumanian  authorities  regard  it  as  a  success  that 
the  change-over  to  a  predominantly  socialist  system 
of  farming,  affecting  many  millions  of  proprietors, 
was  effected  without  the  decline  in  production  that 
had  been  experienced  elsewhere  during  similar  re¬ 
organization.  The  Plan’s  original  forecast  of  a  45-50 

Gh.  Gheorghiu-Dej,  Articole  fi  cuvintdri  1955-1959,  op.  cit., 
pp.  208-209. 

**  Together  with  the  changes  in  the  planning  system  described 
in  section  1.  For  the  actual  evolution  of  money  wages  see 
section  6. 

Gh.  Gheorghiu-Dej,  op.  cit.,  pp.  100-101. 

**  Gh.  Gheorghiu-Dej,  Scinteia,  21  June  1960. 
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Table  5 

Investment,  employment  and  net  output  by  branches 

A  *=■  Investment  B  ~  Fixed  assets  C  —  Employment  D  »  Net  output  at  current  prices  E  •>  Net  output  at  1950  prices 


Percentage  shares 

1950  1 

I960  1 

1959 

A 

B 

C 

1 

0 

E  1 

A 

B 

C 

1 

D  i 

E 

Productive  branches . 

86.8 

54.7 

92.5 

100 

100 

83.5 

63.6 

91.4 

100 

100 

of  which : 

Industry . 

48.6 

33.2 

12.1 

44.0 

44.0 

48.1 

37.1 

14.4 

44.1 

58.0 

Construction . 

6.5 

1.2 

2.2 

6.0 

6.0 

2.2 

2.8 

4.1 

9.0 

8.9 

Agriculture  and  forestry . 

11.6 

3.4 

74.1 

2x0 

28.0 

21.0 

10.6 

67.4 

33.1 

19.3 

Transport  and  communications  .... 

17.3 

15.6 

1.4 

4.3 

4.3 

9.1 

10.4 

1.8 

3.8 

4.9 

Trade  and  procurements . 

2.6 

2.5 

11.8 

11.8 

3.0 

3.4 

6.5 

6.0 

Non-productive  branches . 

13.2 

45.3 

7.5 

16.5 

36.4 

8.6 

of  which : 

Communal  economy . 

3.8 

9.4 

10.3 

13.1 

1.4 

Social-cultural . 

6.1 

4.6 

3.6 

4.5 

4.4 

4.6 

Total . 

100 

100 

100 

100 

100 

100 

1  Index  numbers 

1  1955,  1950 

=  100 

1960,  1955  =  100  1 

1960.  1950  =  ICO 

1  ^ 

B 

C  E 

A 

B 

c 

E  1 

A 

B 

C 

E 

Productive  branches . 

234 

164 

..  192 

1 

177 

152 

140 

414 

249 

268 

of  which : 

Industry  . 

279 

157 

133  218 

153 

153 

116 

171 

42b 

240 

154 

373 

Construction . 

79 

396 

210  218 

182 

120 

101 

195 

144 

477 

213 

425 

Agriculture  and  forestry . 

302 

261 

126  170 

257 

256 

108 

99 

777 

667 

136  168 

Transport  and  communications  .... 

115 

131 

149  234 

198 

108 

107 

140 

227 

142 

159  327 

Trade  and  procurements . 

248 

176  157 

202 

105 

82 

501 

184  128 

Non-productive  branches . 

261 

132 

114 

206 

130 

114 

537 

172 

130 

of  which : 

Communal  economy . 

487 

214 

238 

140 

1160 

299 

Social-cultural . 

182 

159 

173 

130 

315 

206 

Total . 

238 

150 

181 

143 

430 

214 

Sources  :  Anuarul  slallstic  1960,  pp.  104  and  105;  Anuarul  statistic  1961, 
pp.  95,  98,  100,  101,  266  and  267. 

Note.  —  Data  referring  to  all  sectors  are  italicized.  Columns  A  and  B 
comprise  respectively  the  annual  outlays  of,  and  the  end-year  inventory 
resulting  from,  centralized  state  investment,  outlays  from  enterprise  funds, 
state  credits  to  collective  farms,  state  credits  to  individuals  for  privately-built 
housing,  outlays  of  collective  farms,  and  the  value  of  social  investment  effected 
by  voluntary  contributions  of  the  population.  Column  A  is  in  1959  prices  and 
B  in  1949  prices  except  fer  assets  subsequently  installed  which  are  at  original 


per  cent  increase  in  gross  output  during  a  period  en¬ 
visaged  for  collectivization  was  quite  unrealistic  :  gross 
output  in  1955  prices  actually  rose  by  4  per  cent  — 
due  to  increased  inputs  of  industrial  origin,  since  the 
net  output  of  agriculture  declined  by  2  per  cent  in 
1950  prices  (and  including  forestry)  during  the  five 
years  (see  Table  3).  As  already  observed,  however,  a 
comparison  of  single  agricultural  years  is  misleading  ; 
and  a  better  comparison  would  set  the  45-50  per  cent 
planned  increase  between  noti  >nally  “  average  ”  crop 
years  against  achievements  from  1954-1955  or  1955- 
1956  to  1959-1960  or  1960-1961  :  in  the  one  case 


”  Preliminary  indications  show  1961  yields  at  about  the  same 
level  as  in  1960. 


cost.  The  index  numbers  for  C  relate  to  average  annual  employment  of  wage 
earners  and  working  members  of  industrial  co-operatives.  The  distribution 
figures  for  C  cover  the  entire  economy  and  hence  exceed  the  data  underlying 
the  index  numbers  by  those  occupied  in  collective  and  private  farming;  they 
are  end-year  estimates.  It  should  be  observed  that  the  share  of  agricultural 
employment  cannot  be  comparsd  easily  with  that  in  other  countries  because 
in  Rumania  most  women  in  th?  working  age-group  are  included  among  the 
economically  active  in  agricultuie.  The  annual  outputs  in  Columns  D  and  E 
in  ail  cases  cover  the  entire  economy. 


the  increase  is  12-13  per  cent  and  in  the  other  15  per 
cent. 

In  contrast  with  the  First  Five-year  Plan,  the  capital 
to  output  ratio  under  the  second  Plan  turned  out  to 
be  less  than  foreseen  ;  the  industrial  output  target  was 
achieved  with  a  below-target  share  of  industrial  invest¬ 
ment,  and  also  with  a  lower  share  of  investment  in 
producer-goods  industries,  total  investment  outlays 
for  the  whole  period  1956-1960  being  15  per  cent  less 
than  planned.’®  This,  together  with  a  remarkably  low 
absorption  of  labour  into  the  socialist  sector,  exclud- 


Despite  a  32  per  cent  increase  in  investment  outlays  in 
1960  in  accordance  with  the  targets  set  for  the  first  year  of  the 
new  Six-year  Plan  (1960-1965). 
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ing  co-operative  farms  (292,000  or  10  per  cent,  of 
which  182,000  in  1960  alone),  permitted  a  47  per  cent 
increase  in  real  wages  —  a  rise  exceeding  that  planned 
(30  per  cent).  The  increase  in  the  real  wage  bill  must, 
in  fact,  have  exceeded  that  of  national  income. 

The  two-thirds  increase  in  gross  industrial  output 
was  generated  by  above-plan  increases  in  the  output 
of  ferrous  metallurgy,  engineering  and  chemicals,  and 
under-plan  increases  in  the  production  of  energy. 


building  materials  and  consumers’  goods.  The  esti¬ 
mated  rise  in  the  total  wage  bill  in  real  terms  (by 
about  62  per  cent)  was  considerably  greater  than  the 
recorded  increases  in  production  of  staple  wage- 
goods”  and  the  effect  on  consumption  patterns  is 
discussed  further  in  section  6.  The  changes  in  the 
economic  structure  brought  about  under  the  two  Five- 
year  Plans  are  summarized  in  Table  5. 

”  See  Tables  13,  17  and  18. 


3.  Investment  and  Resource  Use 


The  Exploitation  of  Natural  Wealth 

The  resources  chiefly  exploited  by  domestic  enter¬ 
prise  in  Rumania  before  the  war  were  agriculture 
(grain  and  livestock),  lead  and  manganese,  and  —  by 
foreign  interests  —  oil,  timber,  salts  and  sugar.  Ex¬ 
ports  of  oil,  grain,  timber,  livestock,  foodstuffs  and 
hides  were  considerable,  and  only  those  of  oil  were 
partly  it  processed  form.  The  over-exploitation  of  the 
oil  industry  during  the  war  has  already  been  mentioned, 
and  the  timber  stand  had  similarly  been  overcut. 
Agriculture  at  the  end  of  the  war  was  virtually 
unchanged  from  its  earlier  stage  of  development. 

In  1950,  as  in  1938,  three-quarters  of  all  energy 
produced  was  derived  from  oil  and  natural  gas,  though 
the  share  of  the  latter  had  risen  between  the  two  years 
(see  Table  6).  The  share  of  oil  in  the  total  rose  still 
further  as  the  rate  of  extraction  was  more  than 
doubled  under  the  First  Five-year  Plan  (see  Table  7 
below),  both  for  domestic  use  and  for  export  —  the 
latter  purpose  absorbing  a  rising  share  of  total  energy 
output  which  reached  30  per  cent  in  1955.  In  the 
subsequent  years,  for  reasons  discussed  in  the  follow¬ 
ing  section,  the  expansion  of  oil  output  could  not  be 
maintained,  but  natural  gas  rather  than  coal  was  the 
economically  most  efficient  substitute  and  now  pro¬ 
vides  about  one-third  of  total  output,  of  which  exports 
take  only  25  per  cent.  The  replacement  of  oil  by  gas 
will  continue  during  the  Six-year  Plan  (by  1965  the 
contribution  of  gas  will  surpass  that  of  oil),  and  the 
share  of  coal  will  also  increase. 

The  oil  sector  absorbed  a  very  high  share  of  indus¬ 
trial  investment  during  the  First  Five-year  Plan  (around 
30  per  cent  in  1951-1953  and  only  slightly  less  in  1954- 
1955),  directed  towards  exploration  and  extraction  of 
crude  oil  rather  than  refining:  outlays  during  1951- 
1955  were  41  per  cent  for  drilling  and  geological  pros¬ 
pecting,  38  per  cent  for  extraction,  8.8  per  cent  for 
processing  and  3.2  per  cent  for  methane  gas.”  An¬ 
nual  outlays  reached  a  peak  in  1953  ”  and  under  the 


’*  D.  Florescu  in  Dezvoltarea  industriei  socialiste  tn  RPR, 

p.  no. 

See  Appendix  Table  V. 


Table  6 

Balance  of  primary  energy  in  terms  of  conventional  fuel, 
1938  to  1958 


Percentages 


1938 

1950 

1955 

1958 

Total  output . 

100.0 

100.0 

100.0 

100.0 

o/  wbiclt : 

Coal . 

9.9 

13.8 

10.0 

10.3 

Crude  oil  . 

58.1 

49.2 

54.7 

51.8 

Natural  gas  .... 

16.8 

27.8 

27.9 

32.5 

Fuelwood . 

14.5 

8.3 

6.7 

4.8 

Hydro-electricity  .  .  . 

0.7 

0.9 

0.7 

0.6 

Net  exports . 

43 

21 

30 

25* 

Sources:  I.  Saphier,  T.  Albert  in:  Dezvoltarea  industriei  socialiste  in 
RPR,  1959,  pp.  20-24,  except  percentage  exported  in  1958,  which  is  estimated 
from  major  export  products  listed  in  trade  statistics. 


Second  Five-year  Plan  the  share  of  oil  in  industrial 
investment  was  reduced  to  20  per  cent,  but  the  share 
of  processing  in  the  total  was  raised.  There  was  also 
a  shift  of  drilling  from  exploitation  to  exploration.  The 
aggregate  of  drilling  work  (in  physical  terms)  in  1958 
was  back  to  the  1950  level,  and  prospecting  was  the 
objective  of  57  per  cent  of  the  bores  in  1958,  against 
one-third  in  1950.  Exploratory  drilling  in  new  regions 
(northern  Oltenia,  western  Muntenia,  northern  Mol¬ 
davia)  began  on  a  large  scale  in  1951  and  then  repre¬ 
sented  51  per  cent  of  all  footage  bored  for  prospect¬ 
ing;  by  1955  these  regions  had  81  per  cent  and  their 
share  has  subsequently  remained  only  slightly  below 
this.  In  terms  of  oil  extracted,  the  share  of  the  new 
regions  rose  from  5  per  cent  in  1950  to  two-thirds  in 
1958. 

mo  1955  1958 

Exploration  drilling  .  .  Thousand  metres  226  467  378 

of  which : 

In  new  regions  .  .  Percentage  51  “  81  80 

Exploitation  drilling  .  Thousand  metres  444  263  287 

Crude  oil  extracted  .  .  Index  number  100  209  225 

of  which : 

In  new  regions  .  .  Percentage  5  50  66 


Sources:  M.  Florescu,  Petrol  fi gaze,  No.  8,  1959,  pp.  323-324;  Gh.  Tudor 
and  O.  Popescu,  ibid.  No.  2,  1959,  p.  81 ;  I.  Dumitru  and  C.  $tefan  in  Economia 
Romtniei  1944-1959,  op.  cit.,  pp.  137-138. 

“  1951. 
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Table  7 

Output  of  socialist  enterprises  in  extractive  industry,  1938  to  1960 


Commodity 

Unit 

1938 

1950 

1955 

I960 

I960 

Index 

numbers, 

1950=100 

Coal  extraction . 

Thousand  tons 

2  826 

3  893 

6  104 

8  163 

210 

Crude  oil  extraction . 

6  594 

5  047 

10  555 

11  500 

228 

Gasolene . 

1  529 

1  502 

2  635 

2  792 

186 

Gas  oil . 

858 

731 

1  626 

2  376 

325 

Casinghead  gas  consumption . 

Million  cu.m. 

1  725 

1  293 

2197 

3  623 

280 

Methane  gas  consumption  . 

301 

1  950 

3  972 

6519 

334 

Iron  ore . 

Thousand  tons 

139 

392 

637 

1  460 

372 

Manganese  ore . 

60 

93 

390 

197“ 

212“ 

Bauxite . 

— 

5 

37 

88 

1  760 

Sawn  wood . 

Thousand  cu.m. 

2  238 

3  559 

3  218 

3  928 

110 

of  which :  Coniferous . 

2050 

3  252 

2  549 

2  800 

86 

Sources:  Anuarul  statistic  I960,  pp.  148-149;  and  ibid.  1961,  pp.  134-139. 

Note.  —  The  coverage  in  1938  comprises  nationalized  and  private  enterprises  with  more  than  10  workers  or  more  than  20  h.p.,  and  in  1950,  1955  and 
1960  state  and  co-operative  enterprises. 


“  1959. 


More  recently,  new  oilfields  have  been  discovered  in 
southern  Oltenia  and  in  Moldavia.  As  the  former 
are  near  the  surface  (whereas  the  latter  are  deep)  they 
are  scheduled  for  early  development. 

The  output  of  casinghead  gas  has  expanded  more 
rapidly  than  that  of  crude  oil  —  from  1.29  billion 
cubic  metres  in  1950  to  2.20  billion  in  1955  and  3.62 
billion  in  1960  —  owing  to  better  utilization  processes ; 
but  output  of  methane  gas,  production  of  which  is 
concentrated  in  the  fields  of  central  Transylvania,  has 
increased  even  more  spectacularly,  from  1.95  billion 
cubic  metres  in  1950  to  3.97  billion  in  1955  and  6.52 
billion  in  1960.  This  rapid  expansion  has  necessitated 
the  extension  of  the  transport  network  ;  the  length  of 
pipelines  for  gas  used  as  fuel  quadrupled  between  1950 
and  1960,  when  it  exceeded  3,500  km,  supplying 
5]^  billion  cubic  metres  to  industry  and  1  billion  to 
dwellings.’* 

While  oil  and  gas  were  the  objective  of  most  of 
the  8  billion  lei  expended  during  1955-1960  on  geo¬ 
logical  prospecting  —  for  which  outlays  are  planned  to 
rise  to  12  billion  lei  during  the  Six-year  Plan  (1960- 
1965)  —  the  proved  reserves  of  coal  (notably  in 
Oltenia,  which  will  supply  the  new  industrial  region 
around  Craiova),  non-ferrous  metals  and  non-metallic 
minerals  have  been  substantially  expanded  and  the 
bauxite  deposits  in  north-western  Transylvania  pros¬ 
pected  by  Swiss  concerns  just  before  the  war  have 
been  surveyed,  although  their  full  extent  has  not  yet 
been  determined.  Under  the  Six-year  Plan  (providing 
for  prospection  drilling  65-70  per  cent  greater  in 
volume  than  in  the  previous  six  years)  the  emphasis 
will  be  on  metals  (iron  and  non-ferrous  ores),  coking 

’*  Anuarul  statistic  1961,  p.  398.  For  map  and  other  details, 
see  the  Bulletin,  Vol.  10,  No.  3,  pp.  39-40. 


and  steam-raising  coal  and  chemical  materials  (sulphur, 
metalliferous  minerals,  calcium  and  salt).  The  develop¬ 
ment  of  output  of  the  main  primary  commodities 
between  1938  and  1960  is  shown  in  Table  7. 

Regional  Diversification 

Investment  in  ore-mining  to  support  the  rapid 
expansion  of  the  domestic  metallurgical  industry  was 
a  prominant  feature  of  the  five-year  plans,  and  has 
especially  benefited  the  Hunedoara,  Timi§oara  (now 
Banat),  BacSu  and  Baia-Mare  (now  Maramure§) 
regions.  In  1959  the  first  two  of  these  areas  produced 
57  per  cent  of  the  country’s  ferrous  metals  and  ores, 
and  the  last-named  41  per  cent  of  the  non-ferrous 
metals  and  ores.  Non-metallic  minerals,  particularly 
mica,  were  developed  in  the  Cluj  region,  its  1959  share 
being  52  per  cent  of  the  national*^  total.  While  these 
extractive  branches  remained  the  most  important  of 
the  region,  there  was  enough  other  industrialization  to 
ensure  some  diversification.  Thus  the  mines  in  ques¬ 
tion  accounted  for  28  per  cent  of  gross  industrial 
output  in  Hunedoara  in  1959, 15  per  cent  in  Timi§oara, 
34  per  cent  in  Baia-Mare  and  3  per  cent  in  Cluj,  and 
in  the  first  two  areas  they  constituted  the  biggest  single 
local  industry.’* 

It  is  evident  that  the  five-year  plans  have  ensured 
a  regional  spread  of  industrialization  without, 
however,  affecting  the  preponderance  of  the  two  main 
pre-war  centres.’*  Chart  3  illustrates  the  expansion  of 

Anuarul  statistic  1960,  pp.  146-147.  Data  refer  to  output 
of  state  and  co-operative  industry  only  and  to  the  regions  as 
then  existing. 

’*  See  also  R.  Moldovan,  Probleme  economice.  No.  4,  1961, 
pp.  76-95;  and  M.  Ha$eganu,  Economia  Rominiei  1944-1959, 
op.  cit.  pp.  347-359. 


Chart  3.  —  Gross  industrial  output  in  Rumania  by  region,  1950  and  1960 
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Table  8 

Indicators  of  regional  industrial  development 


Region 

Population 

Employment 
in  socialist 
industry 

State  investment 

Gross  output 
of  industry 

Total 

Percentage 
in  industry 

Percentage 
of  national 
total 

Annual 
percentage 
increment 
of  socialist 
sector 

Percentage  of  national  total 

Mid- 1960 

1960 

1951  to  1960 

1960 

1960 

1951  to  1960 

Below  average 

Arge? . 

6.3 

3.5 

4.8 

61.8 

3.0 

14.4 

Bucharest  region . 

9.1 

1.6 

4.1 

18.6 

1.7 

13.8 

Cluj . 

5.9 

3.8 

43.7 

4.4 

12.2 

Cri$ana . 

3.4 

2.9 

34.7 

2.5 

14.0 

Dobrogea . 

1.3 

6.5“ 

25.9 

1.1 

17.2 

Galafi . 

3.8 

4.8 

43.2 

4.4 

13.8 

Ia§i . 

2.0 

2.6 

15.4 

2.3 

17.2 

Maramure? . 

4.1 

4.0 

2.2 

38.3 

3.1 

15.4 

Oltenia . 

8.4 

4.8 

45.4 

3.6 

15.9 

Suceava  . 

5.3 

2.1 

46.3 

2.1 

10.0 

Average  ** 

BacSu  . 

5.7 

11.5 

77.7 

5.8 

14.8 

Constanta  city . 

0.8 

18.2 

1.0 

15.2 

Mure?  -  Magyar 

Autonomous  Region.  .  . 

4.4 

4.2 

2.6 

49.5 

3.8 

16.3 

Above  average 

Banat . 

6.7 

11.2 

6.8 

42.3 

9.9 

11.4 

Brajov . 

5.6 

11.6 

6.8 

58.1 

13.1 

16.5 

Bucharest  city . 

7.3 

13.8 

15.4 

20.4 

14.4 

Hunedoara . 

3.4 

7.0 

8.3 

71.6 

6.3 

14.2 

Plocjti . 

7.7 

9.6 

1 

10.0 

73.3 

11.5 

11.3 

Sources ;  Anuarul  statistic  1961,  pp.  104,  126,  130-131;  and  direct  communication  from  the  Rumanian  Government, 
‘t  Including  Constanta  city. 

®  For  definition  of  “  average  ”  see  text. 


State  and  co-operative  industry  by  region  during  the 
decade.  In  1938  the  Bucharest-Ploie§ti  zone  produced 
one-third  of  industrial  output,  exactly  the  same  as  its 
share  in  1955  and  only  a  little  more  than  its  31.6  per 
cent  in  1960,”  while  the  zone  now  comprised  by  the 
Hunedoara  and  Banat  regions  produced  15-16  per 
cent  in  each  of  the  three  years  cited.  On  the  other 
hand,  central  Transylvania  generated  one-tenth  of 
industrial  output  in  1938  but  the  corresponding  regions 
of  Bra§ov  and  Cluj  produced  17  per  cent  in  1955 
and  1960  (with  the  former  somewhat  expanding  its 
shares).  Of  the  three  other  regions  where  industry 
was  already  established  before  the  war  Bac^u  has 
shown  the  most  rapid  development  (shares  of  2.8  per 
cent  in  1938  and  5.8  per  cent  in  1960) ;  and  Galati 
(3.4  per  cent  to  4.4  per  cent)  and  Maramure§  (2.1  per 

”  1938  figures  —  presumably  on  a  net  basis,  though  this  is 
not  stated  —  from  Ha$eganu,  loc.  cit.\  1955  and  1960  figures 
for  all  industry  (i.e.  exceeding  those  underlying  the  map  by  the 
output  of  private  and  handicraft  enterprises)  on  a  gross  basis 
from  Anuarul  statistic  1961,  pp.  130-131. 


cent  to  3.1  per  cent)  have  also  increased  their  shares. 

Table  8  classifies  the  administrative  regions  of  the 
country  existing  in  1960  by  the  ratio  of  population  to 
employment  in  socialist  industry.”  Six  of  the  seven 
regions  with  annual  rates  of  industrial  growth  exceed¬ 
ing  15  per  cent  during  the  decade  are  those  with  a 
below-average  proportion  of  population,  employed  in 
industry,  and  two  of  the  three  with  the  lowest  rates 
of  growth  (10  or  11  per  cent)  are  those  with  an  above 
average  proportion.” 

Access  to  external  economies  and  the  saving  on  social 
capital  —  above  all  housing,  the  expansion  of  which 


’•  As  a  comparison  of  the  second  and  fifth  columns  shows,  there 
is  close  correlation  between  the  shares  in  employment  in  socialist 
industry  and  in  output  in  all  industry.  In  only  two  industrially 
ill-developed  regions  does  private  industry  contribute  more  than 
3  per  cent  of  gross  output  (Bucharest  —  excluding  the  city  —  and 
Oltenia). 

Similar  conclusions  may  be  drawn  from  data  for  1959  on 
the  former  territorial  divisions  (see  Anuarul  statistic  1960, 
pp.  120,  138,  141-142  and  the  regional  statistical  abstracts 
for  1960). 
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under  the  First  Five-year  Plan  was  mainly  restricted 
to  new  industrial  areas  —  have  kept  much  gross 
investment  within  the  areas  of  established  fixed  assets : 
nearly  half  of  the  decade’s  capital  formation  was  in  the 
five  regions  of  above-average  industrial  employment, 
which  generated  62  per  cent  of  gross  industrial  output 
in  1959-1960.®“  As  observed  below,  the  share  of  replace¬ 
ment  in  gross  investment  has  been,  and  will  continue 
to  be,  very  small  and  has  hence  not  been  a  factor  in 
tying  capital  formation  to  the  “  old  ”  areas.  Moreover, 
as  natural  resources  are  remarkably  widespread 
throughout  the  country  and  the  railway  network  is 
reasonably  developed,®^  it  has  seldom  been  necessary 
to  subsidize  new  industrial  location  on  social  grounds 
alone.®^ 

The  regions  at  present  least  industrialized  are,  by 
and  large,  those  with  good  prospects  under  the  1960- 
1965  Plan.  Table  8  shows  the  three  easternmost 
regions  —  Dobrogea,  Galati  and  Ia§i  —  as  below 
average  in  industrial  employment,  and  it  is  in  these 
that  a  new  iron  and  steel  industry  is  to  be  built. 
Dobrogea  ore  will  supply,  with  imports  across  the 
Black  Sea  from  the  Soviet  Union,  a  4-million  ton 
ferrous  metallurgical  works  at  Galati :  the  Galati  roll¬ 
ing  mills  will  concentrate  on  flat  products,  some  of 
which  will  be  used  at  a  new  cold  rolling  mill  at  Ia§i  to 
produce  welded  tubes  for  Moldavian  gas  and  chemi¬ 
cals.  The  wealth  of  the  subsoil  generally  supported 
a  serious  attempt  to  diversify  the  hitherto  agrarian 
economies  of  the  poorer  districts,  but  there  have  been, 
and  in  the  current  Plan  continue  to  be,  some  excep¬ 
tions.  Centralized  investment  in  the  tourist  industry 
has  been  concentrated  entirely  on  the  littoral  (since 
1960  comprised  by  the  boundaries  of  Constanta  city), 
with  the  modern  hotels  of  Mamaia  built  up  as  foreign- 
exchange  earners  :  other  regions  have  been  required 
to  extend  tourist  facilities  from  local  funds.  Constanta 
Region  itself,  like  Ia§i  and  Bucharest  Regions  (where 
industry  has  had  only  a  small  part  of  total  investment) 
are  to  remain  predominantly  agricultural  under  the 
Six-year  Plan,  but  their  proximity  to  four  of  the 
largest  Rumanian  towns  makes  market  gardening  a 
profitable  variant  from  the  traditional  grain  cultiva¬ 
tion. 

Bucharest  city  (administratively  distinct  from  the  surround¬ 
ing  Bucharest  region)  has,  in  particular,  expanded  to  generate 
in  1960  one-fifth  of  global  industrial  production. 

**  The  length  of  network  in  relation  to  territory  is  better  than 
in  the  other  countries  of  southern  Europe  with  which  this  series 
of  studies  of  less  industrialized  countries  has  been  concerned  — 
viz.,  Albania,  Bulgaria,  Greece,  Portugal,  Spain,  Turkey  and 
Yugoslavia  —  except  southern  Italy,  where  the  density  is  slightly 
higher. 

**  One  such  case  in  the  past  decade  has  been  the  small,  poverty- 
stricken  Vrancea  valley  in  the  south-eastern  Carpathians,  where 
social  investment  in  the  elimination  of  endemic  syphilis  and 
illiteracy  had  to  be  complemented  by  some  industrial  develop¬ 
ment  (since  the  soil  was  very  poor  and  the  forests  had  been 
overcut).  The  solution  was  found  in  establishing  a  factory  for 
canning  berries. 


The  Composition  of  Capital  Formation 

Investment  statistics  are  available  only  for  the 
socialist  sector,  and  the  distribution  of  investment 
during  the  two  five-year  plan  periods  is  summarized 
in  Tables  9  and  10.*®  The  breakdown  by  type  of 
investment,  summarized  below,  shows  an  understand¬ 
able  pattern  :  initially  the  share  of  construction  was 
high  and  38  per  cent  of  the  equipment  and  machinery 
installed  was  imported,  but  by  1960  the  proportion  of 
construction  and  assembly  work  had  fallen  to  well 
below  half  the  total  value  of  investment,  and  only 
22  per  cent  of  the  equipment  was  purchased  abroad. 

Structure  of  investment  in  the  socialist  sector 
Percentage  shares  at  1959  prices 


1950-1953 

1954-1955 

1956-1959 

I960 

Construction  and  assembly 

.  52.0 

52.2 

50.1 

47.9 

Home-produced  equipment 

.  20.7 

23.6 

26.1 

29.8 

Imported  equipment  .  .  . 

.  14.3 

8.4 

6.4 

8.3 

Source:  Appendix  Table  IV. 


Net  construction  and  assembly  work  (value  added 
net  of  depreciation)  quadrupled  in  volume  during  the 
decade ;  and  other  indicators  of  building  activity, 
such  as  the  volume  of  investment  formed  by  con¬ 
struction  and  assembly  and  the  output  of  building 
materials,  showed  compatible  increases.  Until  1958, 
the  latter  rose  more  rapidly  than  the  volume  of 
construction,  partly  on  account  of  a  large  export  trade 
in  cement.  In  that  year  40  per  cent  of  cement  produc¬ 
tion  was  sold  abroad,  but  this  was  sharply  cut  in  1959 
and  1960  so  that  the  volume  of  construction  work  has 
recently  grown  faster  than  output  of  materials. 

1953  1955  1958  I960 
Index  numbers  of  output, 


1950  =  100 

Construction  and  assembly 

Net  (all  sectors) .  212218  308  424 

As  fixed  investment  (socialist  sector)  .  252  247  270  412 

Gross  (state  contractors) .  270  256  269  360 

Budding  materials 

Gross  output  (all  sectors) .  214  252  362  409 


Source  :  Direct  communication  from  the  Rumanian  Government. 

Note. — For  construction  and  assembly  net  output  is  at  1950  prices,  gross 
output  and  fixed  investment  at  1959  prices.  Output  of  building  materials  is  at 
1955  prices. 

As  has  already  been  mentioned  in  section  2,  total 
investment  outlays  in  the  socialized  sector  rose  rapidly 
from  1950  to  1953,  by  140  per  cent  at  1959  prices ; 
the  rise  was  halted  in  1954  and  1955,  then  resumed 
(with  another  brief  check  in  1957)  to  reach  in  1960 
a  volume  nearly  4  times  that  of  1950.  The  average 
annual  outlay  in  1956-1960  was  52  per  cent  above  that 
of  the  preceding  quinquennium. 

Industry  absorbed  at  least  52  per  cent  of  the  invest¬ 
ment  resources  of  the  socialized  sector  of  the  eco- 


®’  For  the  details  for  each  year  see  Appendix  Tables  IV  and  V. 
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Table  9 


Planned  and  actual  pattern  of  investment  in  socialist  sector 


1951-1955 

1956-1960  1 

1951-1955 

1956-1960 

Plan 

Actual 

Plan 

Actual 

Actual 

1  Actual 

Percentage  of  total  excluding 
collective  farms 

Percentage  of  total  including 
collective  farms  | 

Index 
1951-1955 
=  100 

Industry . 

51.4 

57.5 

56.0 

53.1 

57.7 

51.1 

135 

of  which :  Producers’  goods . 

42.1 

50.2 

50.0 

46.9 

50.2 

44.5 

135 

Consumers’  goods . 

9.3 

7.3 

6.0 

6.2 

7.5 

6.6 

132 

Construction . 

2.0 

4.0 

2.5 

2.2 

4.0 

2.8 

109 

Agriculture  and  forestry . 

10.0 

10.4 

12.5 

15.4 

11.0 

17.7 

244 

Transport  and  communications . 

16.2 

11.1 

11.5 

9.7 

11.0 

9.2 

127 

Trade  and  procurements . 

2.2 

2.6 

2.5 

2.6 

2.6 

2.4 

143 

Housing . 

3.2 

4.7 

5.5 

6.3 

4.7 

6.1 

199 

Education,  culture,  science  and  public  health  .  .  . 

6.3 

5.7 

6.6 

6.1 

145 

Sources  :  For  this  and  Table  10:  Survey  for  1955,  Table  127;  Gh.  Gheor- 
ghiu-Dej  (Articole  fl  cuvlnltlri  195S-I959,  pp.  38,  73  and  74);  Statistical  Pocket- 
book  1961,  pp.  164-165;  and  Anuaru! statistic  l^I,  pp.  26^269. 

Note.  —  For  planned  investment,  1950  prices  for  1951-1955  and  1954/55 
prices  for  1956-1960.  For  actual  investment  1959  prices  (which  differ  only 


slightly  from  1954/55  prices).  The  investment  excluded  from  the  first  four 
columns  and  included  in  the  remaining  columns  covers  outlays  of  collective 
farms,  agricultural  producer  co-operatives  (see  text)  and  social  investment 
effect^  by  voluntary  contributions  of  the  population.  None  of  the  data 
comprises  outlays  by  agricultural  associations. 


nomy  in  each  of  seven  years,  the  exceptions  being 
1950,  1952,  1959  and  1960,  and  actual  outlays  (in 
constant  prices)  increased  throughout  the  period 
except  for  a  dip  below  the  1953  level  in  1954, 1955  and 
1957.  Nevertheless,  even  in  those  three  years,  trans¬ 
port  and  communications  and  construction  enterprises 
bore  the  main  brunt  of  the  cuts  in  total  investment 
and  the  diversion  of  resources  to  agriculture  which 
had  been  determined  in  1953,  and  the  share  of 
industry  in  total  outlays  actually  reached  its  peak 
(60  per  cent)  in  1954. 

Within  industry,  the  changes  in  the  investment 
priorities  of  different  branches  were  more  marked. 
The  very  large  share  of  investment  taken  by  the  oil 
industry  has  already  been  mentioned,  and  is  illustrated 
by  the  figures  in  Table  10.  Its  share  in  total  industrial 
investment  outlays  diminished  fairly  steadily  from 
1954  onwards,  the  volume  of  outlays  fluctuating  from 
year  to  year  but  showing  no  marked  trend.  The 
change  from  one  plan  pericxi  to  the  next  in  the  share 
of  methane  gas  reflects  dwindling  outlays  up  to  1956 
which  were  suddenly  increased  thereafter  so  that  the 
total  volume  of  investment  during  1958-1960  exceeded 
that  of  the  previous  seven  years  by  80  per  cent. 
Investment  in  electricity  generation  and  distribution 
nearly  doubled  from  1951  to  1953,  stabilized,  then  fell 
in  1957-1958  and  little  more  than  recovered  the  1953 
level  by  1960.  For  the  fuel  and  power  sector  as  a 
whole,  however,  the  fall  in  the  share  of  total  invest¬ 
ment  outlays  from  one  plan  period  to  the  next,  shown 
in  Table  10  (from  49.6  per  cent  to  40.2  per  cent), 
reflects  a  continuous  decline  in  the  share  in  each  year 
except  1953  —  from  54  per  cent  in  1951  to  37  per 
cent  in  1960. 


Investment  in  ferrous  and  non-ferrous  ore  mining 
and  metallurgy  rose  in  every  year  up  to  1956  (parti¬ 
cularly  fast,  and  even  faster  than  total  industrial  out¬ 
lays,  up  to  1953)  and  only  slackened  significantly  in 
1959  and  1960,  the  share  of  the  two  branches  in  the 
total  falling  to  1 1  per  cent  in  the  last  year.  The  metal¬ 
using  branch  received  8  to  9  per  cent  of  total  industrial 
investment  outlays  during  1951-1953  ;  but  thereafter 
the  volume  fluctuated  about  an  average  slightly  lower 
than  that  of  these  three  years,  and  the  share  in  the 
total  of  course  fell,  until  a  somewhat  stronger  priority 
in  1959  and  1960  raised  the  volume  of  outlays  in  these 
two  years  more  than  50  per  cent  above  the  average 
of  the  earlier  part  of  the  decade  and  back  to  nearly 
8  per  cent  of  the  total. 

Qiemicals,  and  cellulose  and  paper,  are  the  two 
branches  to  show  the  most  striking  rise  in  investment 
outlays  over  the  decade.  In  the  former  branch  the  rise 
has  been  continuous,  apart  from  a  dip  in  1954-1955, 
and  by  1960  the  volume  of  outlays  was  nine  times 
that  of  1951  (over  13  per  cent  of  the  total),  repre¬ 
senting  the  creation  of  a  congeries  of  completely  new 
industries.  In  the  cellulose  and  paper  branch  outlays 
fluctuated  in  the  first  quinquennium,  then  started  a 
rapid  and  continuous  rise  until  1957,  which  carried 
them  to  nearly  6  per  cent  of  the  total  by  1960.  In 
forestry  and  timber-processing  the  figures  in  Table  10 
reflect  a  fairly  steady  rise  of  outlays  throughout  the 
peri(xl,  interrupted  however  in  1956-1957. 

Investment  in  the  building  materials  branches  has 
broadly  paralleled  that  in  construction  enterprises  — 
rising  until  1953,  cut  in  1954,  recovering  briefly  in 
1956,  but  then  tending  to  decline  till  the  end  of  the 
decade. 
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Table  10 

Planned  and  actual  pattern  of  industrial  investment 


1951- 

•1955 

1956-1960 

Industrial  branch 

Plan 

Actual 

Plan 

Actual 

Percentages 

Index 

1951-1955  =  lOO 

Electric  power . 

21.0 

13.3 

11.0 

9.5 

98 

Fuel . 

22.7 

36.3 

33.5 

30.7 

116 

of  which  ;  Coal . 

2.8 

7.0 

8.0 

6.3 

123 

Oil . 

1  19.9 

28.2 

20.5 

22.3 

109 

Methane  gas . 

1.1 

5.0 

2.1 

266 

Ferrous  metallurgy  (including  extraction  of  ores) . 

12.1 

8.8 

12.0 

9.8 

154 

Non-ferrous  metallurgy  (including  extraction  of  ores)  .  .  . 

5.0 

5.8 

6.5 

5.5 

131 

Engineering  and  metal  processing . 

9.3 

7.8 

4.5 

6.8 

121 

Chemicals . 

5.8 

6.6 

}  13.0 

11.5 

242 

Cellulose  and  paper . 

1.1 

3.8 

463 

Building  materials . 

4.4 

4.7 

4.5 

3.5 

100 

Forestry  and  timber  processing . 

3.2 

5.6 

4.0 

6.8 

166 

Textiles,  clothing  and  leather . 

9.9 

2.3 

5.0 

2.9 

180 

Food . 

4.7 

1 

5.0 

4.5 

1 

6.5 

180 

Sources  :  As  for  Table  9. 

Note.  —  Outlays  are  of  state  and  co-operative  enterprises  only  and  social 
and  cultural  investment  in  or  by  enterprises.  The  increment  between  the  two 


quinquennia  (cf.  fifth  column)  is  38  per  cent  compared  with  the  increment 
shown  for  industry  in  Table  9,  which  distributes  such  investment  under  the 
appropriate  outlay  (bottom  two  rows  of  Table  9). 


The  volume  of  outlays  in  those  branches  producing 
predominantly  consumers’  goods®*  rose  less  than 
outlays  in  any  other  major  branch  up  to  1953,  and 
during  1951-1953  represented  only  8  per  cent  of  the 
industrial  total.  However,  allocations  to  this  group  as 
a  whole  were  not  cut  in  1954-1955  ;  indeed  they  rose 
by  60  per  cent  —  and  the  share  to  1 1  per  cent,  which 
was  maintained  in  1956  also.  Thereafter  outlays  fell 
off  for  two  years  —  to  less  than  10  per  cent  of  the 
total  again  —  but  were  once  more  steeply  increased 
by  36  per  cent  in  1959  and  a  further  47  per  cent  in 
1960,  when  their  share  in  the  total  reached  14  per  cent. 

The  rise  of  about  80  per  cent,  from  the  first  to  the 
second  five-year  plan  period,  of  investment  in  the  main 
consumer-gocxls  industries  ®®  was  accompanied  by  a 

The  last  seven  listed  in  Appendix  Table  V. 

“  The  increases  shown  for  the  two  main  consumer-goods 
branches  in  Table  10  contrast  strikingly  with  the  32  per  cent  rise 
in  investment  outlays  in  consumer-goods  production  shown  in 
Table  9.  After  allowance  for  the  slight  difference  in  coverage 
between  the  tables,  the  consumer-goods  branches  not  specified 
in  Table  1 0  show  a  decline  of  23  per  cent  (2,030  and  1 ,550  million 
lei  in  1951-1955  and  1956-1960  respectively).  Investments  in  the 
unspecified  branches  were  as  follows  (in  millions  of  lei): 

1951-1955  1956-1960 


Printing .  441  ®  193 

Soap  and  cosmetics .  20  38 

Rubber  (including  tyres)  ....  126  280 

Glass  and  china .  147  3IS 

Pharmaceuticals .  16*  14* 


Sources :  Appendix  Table  V,  and  Economia  Romtniei 

1944-1959,  op.  cit.,  pp.  229  and  291. 

“  The  “  Casa  Scinteia  ”  at  Bucharest  was  built  during  this  period. 

6  1956-19S8  only. 

The  branches  on  which  no  separate  investment  data  are 
available  appear  thus  to  have  taken  1,300  and  500  million  lei  in 
the  two  periods  respectively;  they  include  furniture  and  house¬ 
hold  utensils  and  equipment. 


rise  of  99  per  cent  in  state  and  co-operative  outlays 
on  dwelling  construction  and  of  153  per  cent  in 
outlays  in  agriculture®®  —  all  considerably  exceeding 
the  52  per  cent  increase  in  total  investment  in  the 
socialist  economy  and  thus  representing  a  considerable 
reorientation  of  the  investment  effort  towards  pur¬ 
poses  tending  to  benefit  the  consumer  fairly  directly. 

State  and  co-operative  investment  in  housing 
remained  very  small  during  1950-1952  —  about  3  per 
cent  of  total  outlays.  It  absorbed  5-6  per  cent  of  the 
total  in  the  four  subsequent  years  and  reached  6.5 
per  cent  in  1957,  after  which  the  rise  of  outlays  slowed 
down,  until  the  50  per  cent  increase  from  1959  to 
1960  returned  the  share  in  the  total  to  6^  per  cent. 
Private  housebuilding,  chiefly  in  the  countryside, 
fell  somewhat  in  the  first  few  years  of  the  fifties,  but 
little  short  of  doubled  from  1956  to  1957.  From  a 
peak  in  1958  its  volume  has  fallen,  but  this  decline 
has  been  partly  offset  by  an  increase  in  construction 
by  state  and  co-operative  agencies.®^ 


Index  of  area  built  (1951  ^  100) 


Dwellings  constructed 

1953 

1955 

1958 

I960 

State,  co-operative  and  private  with 
state  credits . 

213 

349 

436 

675 

Private  without  credits . 

84 

104 

320 

272 

Source  :  Anuarul  statistic  1961,  pp.  276-277. 


“  This  rise  of  state  and  co-operative  outlays  in  agriculture 
took  place  over  a  period  when  the  socialist  sector  was  increasing 
with  progressive  collectivization.  Some  of  the  increase  may 
therefore  simply  have  offset  a  fall  in  private  sector  investment; 
but  this  seens  unlikely  to  be  very  important  since  resources,  and 
incentives,  for  investment  by  individual  farmers  were  very 
limited. 

Housebuilding  credits  are  included,  as  the  table  states,  but 
these  have  been  greatly  reduced  since  1958,  partly  because 
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State  and  co-operative  outlays  in  agriculture  rose 
from  1950  to  1953  but  fell  as  a  percentage  of  the  total 
to  a  nadir  of  7  per  cent.  The  policy  changes  of  that 
year  brought  about  a  rise  in  the  volume  of  invest¬ 
ment  by  43  per  cent  in  1954  and  a  further  28  per 
cent  in  the  following  year.  The  rate  then  levelled  off 
until  1958,  when  the  expansion  was  resumed,  to  bring 
the  share  in  the  total  to  20  per  cent  in  1959  and 
1960. 

An  important  part  of  this  investment  financed  the 
development  of  state  farms,  which  received  181  million 
lei  in  1949,  659  million  in  1955  and  1,343  million  in 

1958, *®  or  36  per  cent  of  investment  in  state  and 
collective  farms  and  MTS  in  1955  and  a  half  in  1958 ; 
such  a  high  share  of  state  investment  in  agriculture 
devoted  to  state  farms  corresponds  to  the  role  assigned 
to  this  type  of  farm,  especially  after  the  abolition  of 
obligatory  deliveries  at  the  end  of  1956.  Moreover, 
the  much  smaller  labour  input  per  unit  of  area  (see 
section  5)  required  higher  input  of  machinery.*® 
Collective  farm  investment  in  1955  was  financed  by 
state  credits  to  the  extent  of  63  per  cent,  but  by  1957 
the  financial  position  of  the  farms  permitted  a  reduc¬ 
tion  to  40  per  cent.*®  No  data  are  available  on 
investment  by  private  farmers,  although  estimates  for 
this  sector  are  incorporated  in  the  net  value  added 
by  construction  in  the  national  accounts  (see  above).®' 

Investment  in  Human  Capital 

Most  social  outlays  can  be  regarded  as  contributing 
both  directly  to  individual  welfare  and  indirectly  to 
the  development  of  the  economy,  by  improving  the 
quality  of  the  labour  force  —  though  the  building  of 
a  cinema,  for  example,  may  be  regarded  as  falling  at 
one  extreme  and  the  setting  up  of  a  technical  college 
at  the  other.  Current  public  expenditure  on  all  types 
of  social  measures  nearly  doubled  between  1950  and 
1955  and  more  than  doubled  under  the  Second  Five- 
year  Plan,  reflecting  a  nearly  three-fold  increase  in 
expenditure  for  education  and  the  like,  a  nearly  four¬ 
fold  increase  in  expenditure  on  health  and  social- 
welfare  services  (family  allowances  were  introduced 
in  1956)  and  a  more  than  four-fold  increase  in  the 
social  insurance  budget.®* 

farmers’  incomes  have  risen  to  permit  more  self-financed 
construction,  partly  because  in  urban  areas  state  funds  are 
concentrated  on  blocks  of  flats. 

B.  $chiopu  and  D.  Dumitriu  in  Economia  Rominiei,  1944~ 

1959,  op.  cit.,  p.  409. 

"•  See  Table  20. 

•®Gh.  Gheorghiu-Dej,  loc.  cit.;  M.  Gogioiu,  Lupta  de  clasd. 
No.  9.  1961,  p.  45. 

This  is  not  however  explicitly  stated  in  any  of  the  methodo¬ 
logical  notes  published  by  the  Central  Statistical  Office. 

As  in  other  eastern  European  countries,  social  insurance  is 
financed  by  employer  contributions  alone  and  is  incorporated 
in  the  public  accounts. 


Social  outlays  in  the  public  accounts 


Millions  of  lei 

1950 

1955 

I960 

Education  and  culture 

.  .  .  .  1532 

2  793 

4  518 

Health  and  social  welfare  .  .  .  996 

2  070 

3  943 

Family  allowances  .  . 

.  .  .  .  — 

— 

1  699 

Social  insurance  .  .  . 

.  .  .  .  827 

1  814 

3  540 

Other . 

.  .  .  .  90 

133 

37 

Total . 

.  .  .  .  3  445 

6  810 

13  737 

Source:  Statistical  Pocketbook  1961,  p.  202. 

It  is  unfortunately  impossible  to  relate  these  outlays 
to  national  income,  no  data  on  the  latter  in  money 
terms  being  published  ;  but  since  the  planning  autho¬ 
rities  try  to  work  to  a  rule  of  accumulating  a  quarter 
or  so  of  national  income,®*  and  this  seems  to  have 
been  practised  during  the  fifties  (see  section  2),  a 
rough  guide  to  the  share  of  resources  devoted  to 
social  purposes  may  be  found  in  comparison  with 
investment  outlays.  From  this  it  would  appear  that 
social  outlays  may  have  added  about  one-eighth  to 
material  product  in  the  later  fifties. 

In  education,  the  progress  obtained  is  shown  by 
the  reduction  of  illiteracy  (from  23  per  cent  of  the 
population  aged  over  seven  years  in  1948  to  10  per 
cent  of  the  population  older  than  eight  years  at  the 
1956  census)  ®'  and  the  large  increases  in  numbers  of 
graduates.  There  were  8,761  graduates  from  technical 
and  foremen’s  schools  in  the  1958/59  academic  year 
and  10,517  in  1959  60  as  compared  with  7,329  in 
1948/49  and  2,176  before  the  war ;  and  about  10,9(X) 
graduates  from  universities  (and  equivalent  schools) 
in  both  1958/59  and  1959/60,  compared  with  7,814  in 
1948/49  and  5,152  before  the  war.®®  Out  of  a  total  of 
nearly  165,500  persons  with  university  (or  equivalent) 
degrees  in  salaried  employment  in  November  1958, 
55  per  cent  had  graduated  during  1949-1958,  and  this 
share  was  considerably  higher  for  engineering  (74  per 
cent) : 

University  graduates  in  salaried  employment 
on  15  November  1958 

Year  of  graduation 


Technical  .  .  .  . 

Up  to 
1945 

10  820 

1946- 

1948 

3  437 

1949- 

1955 

23  297 

1956- 

1958 

16  854 

Alt  years 

54  408 

Economics  .  .  .  . 

7  473 

2  554 

7  447 

3  578 

21  052 

Medical  and  , 
pharmaceutical  . 

10  092 

2  945 

9  113 

3  135 

25  285 

Total  (including 
other) . 

60  533 

13  375 

57  681 

33  860 

165  449 

Source  :  Anuarul  statistic  1961, 

p.  108. 

•®  At  established  prices  (which  overvalue  consumption  and 
undervalue  accumulation)  and  in  terms  of  material  (service- 
exclusive)  product.  On  the  definitions  see  the  Bulletin,  Vol.  11, 
No.  3,  pp.  52-68,  and  on  the  planning  rule  see  the  Survey  for 
1955,  pp.  198-200,  and  M.  Manescu,  Gh.  Belu  and  M.  Zara  in 
Economia  Rominiei  1944-1959,  op.  cit.,  p.  617. 

RecenfdmintuI  populajiei  din  21  februurie  1956,  Vol.  T, 
Rezultate  generate,  p.  xxi.  Private  investment  (farming  and 
trade  in  particular)  was  relatively  larger  in  1950. 

**  Statistical  Pocketbook  1961,  p.  207. 
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Further  steps  improving  general  education  have 
been  taken  very  recently.  The  Six-year  Plan  envisaged 
the  extension  of  seven-year  schooling  to  all  pupils  by 
1962  and  a  start  to  generalizing  free  and  compulsory 
education  for  eight  years.  While  the  first  stage  is  being 
completed,  a  decree  promulgated  on  7  October  1961 
requires  all  children  now  in  primary  schools  and  the 
first  class  of  secondary  schools  (classes  I  to  V)  to  stay 
on  for  eight  years.  In  the  1964/1965  school  year, 
therefore,  class  VIII  will  comprise  all  children  aged  15. 
Since  the  1960/61  school  year,  school  texts,  writing 
books,  etc.,  have  been  issued  free  to  pupils. 

The  large  capital  expenditures  on  public  health 
augmented  the  number  of  hospital,  sanatorium  and 
maternity  beds  from  just  under  70,(XX)  in  1950  to 
111,500  in  1955  and  133,850  in  1960,  against  33,800 
in  1938.®®  The  number  of  physicians  increased  by 
more  than  180  per  cent  between  1938  and  1958,  and 
the  population  per  physician  was  reduced  from  1,895 
to  780.®^  These  very  real  improvements  are  best 
measured  by  the  reduction  of  the  infantile  mortality 
rate  from  seriously  high  levels :  in  1938  there  were 
179  deaths  under  one  year  of  age  per  1,(XX)  live  births, 
199  in  1947  (after  two  terrible  drought  years),  and 
117  in  1950.®®  The  rate  is  still  high  by  European 
standards  — 78  in  1955,  82  in  1957  and  77  in  1959, 
or  less  only  than  in  Portugal  and  Yugoslavia.®® 

The  Growth  of  the  Labour  Force 

For  most  of  the  period  since  1948  the  numbers 
occupied  in  all  sectors  have  risen.  Initially  there  was 
some  net  transfer  out  of  agriculture  :  the  special  farm 
census  of  25  January  1948  revealed  an  active  popula¬ 
tion  (persons  aged  14  to  65  years)  in  agriculture  of 

**  Of  these  totals,  beds  in  hospitals  (excluding  those  attached 
to  enterprises)  have  increased  from  53,900  in  1950  to  nearly 
100,000  ten  years  later  and  beds  in  TB  sanatoria  from  8,900 
to  nearly  15,000;  the  1938  figures  were  respectively  30,800  and 
just  under  3,000  (Statistical  Pocketbook  1961,  p.  235). 

M.  Biji  and  C.  Moineagu  in  Economia  Rominiei  1944-1959t 
op.  cit.,  p.  603. 

**  Statistical  Pocketbook  1961,  p.  54. 

•’  United  Nations  Statistical  Yearbook  1960,  p.  51.  Greece 
is  not,  however,  recorded  but  the  rate  there  is  undoubtedly 
still  higher.  In  the  rest  of  Europe  the  average  is  around  30. 
The  general  death  rate  in  Rumania  fell  from  16  per  mille  in 
1948,  when  it  was  somewhat  lower  than  the  inter- war  average, 
to  around  9  in  the  second  half  of  the  fifties  (8.7  in  1960);  natality 
declined  from  24  births  per  mille  in  1948  —  much  below  the 
30  or  more  of  the  inter-war  period  —  to  19  in  1960.  The  net 
increment  in  population  has  thus  returned  to  pre-war  propor¬ 
tions  —  viz.,  around  1  per  cent  a  year. 

A  projection  of  the  1941  census  population  to  1948 
exceeded  the  1948  recorded  population  by  554,000  net  of  frontier 
adjustments  (A.  Golopentia,  D.  Georgescu,  Probleme  economice. 
No.  2,  1948,  p.  29).  In  fact,  military  and  civilian  deaths  from 
hostilities  and  the  decline  in  fertility  resulting  from  mobilization 
resulted  in  an  end-war  population  exactly  the  same  as  pre-war 
(15.8  millions)  but  as  a  result  of  the  near-famine  conditions  of 
1945-1946  the  pre-war  rate  of  increase  was  resumed  only  in  1949. 


7,985, (X)0  and  the  general  census  of  21  February 
1956  one  of  7,193,(X)0.^®*  Much  of  this  movement  must 
have  taken  place  in  the  earlier  years,  for  the  share 
of  the  total  occupied  population  employed  in  farm¬ 
ing  (90  per  cent  of  the  active-age  population  in 
agriculture  is  “  occupied  ”)  shows  the  sharpest  decline 
from  1950  to  1953.^®*  For  the  rest  of  the  decade  the 
numbers  occupied  in  agriculture  rose  very  slightly, 
since  most  new  entrants  to  active  life  found  non-farm 
employment.  This  emerges  from  the  following  cal¬ 
culation  based  on  the  end-year  distribution  of  occupied 
population  just  mentioned  and  the  average  annual  em¬ 
ployment  figures  presented  in  Appendix  Table  III.'®^ 


1950  I960 

Thousands 

State  and  co-operative  non-farm  occupations  1  901  2  936 

Private  industry .  189  91 

Other  non-farm  occupations .  85  *  25  * 

Non-farm  as  percentage  of  total  occupied  .  .  25.9  32.6 

Agriculture  and  forestry .  6  220  •  6  310  • 

Total  occupied .  8  390  •  9  360  * 


A  similar  trend  is  revealed  if  the  pc 'cciii-ages  of  the 
occupied  population  in  industry  at  end-year  are 
applied  to  the  average  annual  employment  in  industry, 
to  obtain  a  figure  for  total  occupied, but  the  still 
high  proportion  of  67  per  cent  in  farming  (against  74 
in  1950)  is  partly  reflective  of  the  censal  classification 
of  nearly  all  women  of  the  active  age-groups  living  on 
farms  as  occupied  in  farming.  The  share  of  women 
in  agricultural  occupations  at  the  1956  census  was 
54  per  cent  against  50  per  cent  in  Bulgaria  and 
40  per  cent  in  Yugoslavia.'®®  Nevertheless,  as  the 
migrants  from  agriculture  to  industry,  etc.,  have  been 

Probleme  economice.  No.  3, 1948,  p.  94.  Agriculture  occupied 
7,804,000  members  of  peasant  families  and  only  181,000  per¬ 
manent  and  783,000  seasonal  hired  hands. 

Recensdmintul  populafiei  din  21  februarie  1956,  Vol.  II: 
Structura  social-economicd  a  populatiei,  1961,  p.  xiv.  The  1956 
definition  varied  slightly  from  that  used  in  1948  (cf.  ibid.,  Vol.  I, 
Rezultate  generale,  p.  xii). 

These  data  are  published  only  as  percentages  of  total 
occupied,  the  aggregate  being  unstated  (Anuarul  statistic  1961, 
pp.  98-99). 

With  estimates  for  occupation  in  private  transport  (horse- 
drawn  cartage  and  cabs)  as  25  and  15  per  cent  of  branch  employ¬ 
ment  in  1950  and  1960,  and  those  in  private  trade  assumed  equal 
to  the  number  of  private  shops  (ibid.,  p.  301 ). 

In  each  calculation  the  two  series  utilized  are  end-year 
percentages  and  annual  average  numbers,  but  the  latter  exclude 
persons  changing  jobs  or  unemployed  through  illness  but 
otherwise  recorded  as  occupied.  The  disparity  caused  by  the 
actual  non-employment  of  those  “  occupied  ”  is  likely  to  be 
high  in  industry  and  to  have  diminished  during  the  decade. 
Use  of  all  non-farm  occupations  diminishes  this  error:  it  in¬ 
dicates  a  I'/i-per-cent  increase  in  farm  manpower  during  the 
decade,  whereas  use  of  industry  alone  (although  it  avoids  the 
need  for  estimates  since  private  industrial  employment  is  pub¬ 
lished)  implies  a  7  per  cent  increment. 

On  the  censal  problem  of  women  in  southern  and  south¬ 
eastern  Europe,  see  the  Survey  for  1960,  Chapter  VI,  p.  43. 


Table  11 


Age  and  sex  structure  of  the  labour  force  in  agriculture  (by  types  of  farm),  industry, 
and  all  occupations  in  February  1956 

Thousands  and  percentages 


All  age-groups  | 

14-29  years  | 

30-49  years  | 

50  years  and  over 

Total 

of 

which : 
Women 

Per¬ 

cen¬ 

tage 

Total 

of 

which : 
Women 

Per¬ 

cen¬ 

tage 

Total 

of 

which : 
Women 

Per- 

cen* 

tage 

Total 

of 

which : 
Women 

Per¬ 

cen¬ 

tage 

State  farms  “ . 

i54 

47 

30.5 

78 

23 

29.5 

45 

14 

31.1 

31 

10 

32.3 

MTS . 

51 

2 

3.9 

41 

1.5 

3.7 

8.5 

0.4 

4.7 

1.5 

0.1 

6.7 

Collective  farms . 

369 

196 

53.1 

134 

73 

54.5 

139 

78 

56.1 

96 

45 

46.9 

Agricultural  associations  .  . 

386 

204 

52.8 

135 

76 

56.3 

163 

87 

53.4 

88 

41 

46.6 

Individual  farms . 

6  234 

3  436 

55.1 

2  346 

1  289 

54.9 

2  148 

1  242 

57.8 

1  740 

905 

52.0 

All  agriculture . 

7  254 

3  896 

53.7 

2  761 

1  470 

53.2 

2  525 

1424 

56.4 

1968 

1  002 

50.9 

As  percentage  of  total  .  .  . 

69.4 

82.3 

66.3 

77.9 

65.9 

81.2 

80.2 

91.6 

Industry . 

1  478 

328 

22.2 

720 

183 

25.4 

546 

115 

21.1 

212 

30 

14.2 

All  occupations . 

10  449 

4  735 

45.3 

4  167 

1  888 

45.3 

3  829 

1  753 

45.8 

2  453 

1094 

44.6 

Sources : Recensiminlul  populaliei  din  21  februarie  1956,  Vol.  I,  RezuUate 
generale,  pp.  768-771. 


the  younger  men,  the  share  of  women,  as  well  as  that 
of  older  persons,  in  the  farm  labour  force  has  been 
increasing,  as  Table  11  shows.  The  non-farm  labour 
force,  by  contrast,  occupies  a  lower  proportion  of 
women  than  is  general  in  eastern  Europe.^®^  Non-farm 
employment  in  the  socialist  sector  rose  steadily  until 
1956,  when  the  relaxations  of  policy  towards  the 
consumer  and  to  farming  seem  to  have  resulted  in  a 

See  Table  11  and  corresponding  data  in  United  Nations 
Demographic  Yearbook  1956,  Table  12. 


Excluding  other  state  agricultural  enterprises. 


marginal  return  to  private  farming  and  industry.^®* 
The  regular  rise  was  resumed  in  1959  when  the  sum 
of  employment  in  socialist  non-farm  enterprises  and 
in  private  industry  and  handicrafts  reached  2.9  mil¬ 
lions,  against  2.1  millions  in  1950.  Under  the  terms 
of  the  Six-year  Plan,  there  was  a  particularly  large 
intake  of  labour  in  the  socialist  sector  in  1960,  and 
non-farm  employment  therein  exceeded  2.9  million. 


The  share  of  agriculture  in  total  occupied  rose  from  69.1 
in  1956  to  69.7  in  1957  and  employment  in  private  industry 
from  139,400  to  150,300. 


4.  Industrialization 


The  Growth  and  Structure  of  Output  and  Employment 

Gross  industrial  output  at  1955  prices  rose  by  1960 
to  nearly  3^^  times  its  1950  level,  and  net  output 
at  1950  prices  to  nearly  3^  times  that  level.  Data  at 
mid-period  prices,  if  available,  would  probably  show 
that  net  output  more  than  tripled  over  the  period  (see 
section  2  above).  The  determinants  of  these  increases 
in  output  have  been  increases  of  just  over  one-third 
in  industrial  employment,  and  of  140  per  cent  in 
industrial  fixed  assets.^®® 

As  can  be  seen  from  the  figures  in  Table  12,  the 
most  rapid  increases  in  employment  in  socialized 
industry  have  occurred  in  the  chemicals  branch, 
followed  by  ferrous  metallurgy,  engineering  and 


See  Table  5.  Asset  data  are  for  socialized  industry  alone, 
in  which  employment  increased  by  54  per  cent  during  the  decade. 


building  materials.  The  first  three  of  these  branches 
were  probably  little  affected  by  the  absorption  of 
workers  from  similar  private-sector  production  during 
the  period,  and  their  employment  increases  as  shown 
in  the  table  can  reasonably  be  compared  with  the 
rise  of  about  35  per  cent  in  total  industrial  employ¬ 
ment,  as  can  the  increases  shown  for  other  branches 
with  the  exception  of  building  materials,  textiles, 
clothing,  leather  and  footwear,  and  food -processing. 
Employment  in  the  socialized  enterprises  of  these  five 
branches  must  have  risen  by  around  45  per  cent 
(assuming  that  the  share  of  the  clothing  industry  in 
employment  was  unchanged  even  though  its  share  in 
gross  output  fell  slightly) ;  but  if  the  bulk  of  private 
employment  is  attributed  to  this  group,  the  corre¬ 
sponding  rise  in  their  total  labour  force  may  well  have 
been  only  some  10-15  per  cent,  their  share  in  the 
total  falling  from  nearly  50  per  cent  to  about  40  per 
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Table  12 


Employment  and  gross  output  in  industry,  1950,  1955  and  1960 


Percentage  shares 


1960  I9SS  (1950=100)  I960  (1955  =  100)  1960  (1950=100) 

O..PU. 


Sources:  Output  from  Anuarul  statistic  1961,  pp.  122-123,  128-129;  and 
employment  from  direct  communication  by  the  Rumanian  Government. 

Note.  —  Employment  comprises  workers  and  employees  in  socialist 
sector.  Global  output  (shares  and  index  numbers)  at  1955  prices  includes 
private  industry. 


°  Including  extraction  for  senes  on  output. 
^  Including  extraction  of  materials. 


cent.  Thus,  the  change  in  the  industrial  employment 
structure  during  the  period  is  certainly  understated 
by  the  data  in  the  table,  though  the  metal-using  branch 
and  timber  exploitation  and  processing  remained  the 
largest  employers  in  1960,  as  in  1950. 

The  chemicals  and  metal-using  industries  have  led 
the  expansion  of  gross  output,  followed  by  electric 
power,  building  materials  and  the  metallurgical 
branches :  the  fuel  industries,  the  timber  and  paper 
complex  and  the  consumer-goods  branches  all  showed 
considerably  less  rapid  growth  rates,  generally  in  line 
with  their  falling  shares  in  employment.  As  can  also 
be  seen  from  the  data  in  Table  12,  the  pace  of  expan¬ 
sion  slackened  from  the  first  to  the  second  quinquen¬ 
nium  in  every  major  branch  except  ferrous  metallurgy, 
cellulose  and  papier,  and  clothing. 

The  Influence  of  Industrial  Investment 

The  preponderant  role  of  investment  in  determining 
the  pattern  of  industrial  growth  is  not  easily  discernible 
because  of  the  time-lag  between  the  investment  out¬ 
lays  and  resultant  production,  especially  during  the 
pieriod  of  the  First  Five-year  Plan,  when  a  large 
number  of  investment  projects  were  staited  at  the 


same  time,  and  the  share  of  unfinished  investments  was 
very  high.“°  Moreover,  there  are  no  published  data  on 
investment  in  the  years  preceding  1950,  which  of 
course  helped  to  produce  the  increase  in  output  during 
the  First  Five-year  Plan. 

It  is  evident,  however,  that  the  large  investments  in 
electric  energy,  ferrous  metallurgy,  engineering,  che¬ 
micals  and  building  materials  —  during  the  First  Five- 
year  Plan  period  and/or  during  the  whole  decade  — 
contributed  decisively  to  the  above-average  output 
increases  in  these  branches ;  while  the  relatively  low 
investments,  especially  during  1951-1955,  in  the 
timber,  textiles,  leather  and  food  industries  explain 
to  a  large  extent  why  the  expansion  of  these  branches 
has  been  slower.  The  shares  of  investment  by 
branches  differ  significantly  from  the  shares  of  various 
branches  in  output,  reflecting  differences  in  capital 
intensity  as  well  as  changes  in  investment  priorities. 

I.  Mihai  states  that  completed  works  represented  only 
63  per  cent  of  all  investment  activity  in  1953  (Probleme  economice. 
No.  5,  1954,  p.  84),  but  elsewhere  (Revista  de  statistied.  No.  5, 
1958,  p.  23)  that  the  volume  of  capital  assets  completed  in 
1953  was  81.6  per  cent  of  investment  effected,  the  proportion 
varying  in  subsequent  years  but  rising  in  1957  to  88  per  cent. 
The  divergence  between  his  two  calculations  seems  due  to  the 
re-computation  at  1955  prices  (ibid.,  p.  25)  in  the  second  of  his 
two  papers. 
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Electricity,  fuels  and  metallurgy  combined  absorbed 
64  per  cent  of  industrial  investment  in  1951-1955  and 
55  per  cent  in  1956-1960,  the  share  of  these  branches 
in  gross  output  remaining  practically  unchanged 
between  1950  and  1960,  at  about  one-fifth.  Invest¬ 
ment  in  ferrous  metallurgy  increased  by  more  than 
50  per  cent  from  1951-1955  to  1956-1960,  and 
absorbed  about  9  per  cent  of  industrial  investment 
during  the  whole  period  ;  and,  for  reasons  discussed 
below,  a  considerable  shift  occurred  away  from  ores, 
coke  and  pig  iron,  where  outlays  were  concentrated 
in  1951-1955,  towards  crude  and  (especially)  rolled 
steel. 

Investment  in  ferrous  metallurgy 
Percentage  shares  of  total 


1951-1955 

1951-1959 

Ores . 

12.8 

9.0 

Metallurgical  coke . 

12.2 

9.2 

Refractories . 

3.0 

3.5 

Pig  iron . 

23.3 

13.1 

Crude  steel . 

6.2 

12.2 

Rolled  products . 

19.2 

32.6 

Auxiliary  services  (maintenance. 

transport,  etc.) . 

23.3 

20.4 

Source:  C.  Loncear  and  M.  Resiga  in  Economla  Romtniei 

1944-1959, 

cil.,  p.  160. 

The  most  efficient  industrial  investments  seem  to 
have  been  in  engineering,  the  share  of  which  in  output 
rose  from  13  per  cent  in  1950  to  24  per  cent  in  1955, 
whereas  its  share  in  investment,  already  rather  low 
in  1951-1955,  was  even  smaller  in  1956-1960  (8  per 
cent  and  7  per  cent  respectively).  The  high  return  to 
investment  in  this  sector  can  be  ascribed  —  techno¬ 
logical  ratios  apart  —  to  three  factors.  First,  the 
existing  enterprises  were  modernized,  to  diminish  the 
burden  of  new  construction.  Second,  steel  supplies 
were  very  short  at  the  start  of  the  First  Five-year  Plan 
and  capacity  was  under-utilized  (see  below) ;  double 
shifts  became  possible  only  towards  the  end  of  the 
plan  period.  Finally,  engineering,  even  more  than 
chemicals,  needed  a  high  proportion  of  skilled 
workers,  and  recruitment  and  training  took  time.  The 
chemicals  branch,  on  the  other  hand,  absorbed  7  per 
cent  of  investment  in  1951-1955  and  12  per  cent  in 
1956-1960,  the  share  in  output  increasing  from  3  per 
cent  to  6  per  cent.  For  the  light  and  food  industries 
together  (textiles,  clothing,  footwear,  food,  soap,  etc.), 
investment  in  1951-1955  was  7  per  cent  of  the 
industrial  total,  although  their  gross  output  at  the 
beginning  of  the  period  represented  47  per  cent  of 
the  total.  Although  the  revisions  of  priorities  raised 
their  share  of  investment  during  1956-1960  to  10  per 
cent,  their  share  in  output  was  reduced  to  35  per  cent 
by  1960. 

The  structure  of  investment  did  not  by  itself  favour 
immediately  rapid  industrial  growth,  since  investments 


were  concentrated,  especially  during  the  first  half  of 
the  fifties,  in  the  very  capital-intensive  branches  such 
as  electric  power,  fuels  and  heavy  chemicals,  whereas 
the  share  of  less  capital-intensive  branches  was  rather 
moderate,  as  in  engineering,  or  very  small,  as  in  the 
light  and  food  industries.  In  these  latter,  however, 
significant  spare  capacity  was  available  at  the 
beginning  of  the  decade  to  permit  some  expansion 
without  new  capital.  The  changed  structure  of  invest¬ 
ment  during  the  second  half  of  the  fifties,  and 
especially  in  the  last  few  years,  with  reduced  shares 
of  investment  in  power  and  fuels  and  increases  for 
the  less  capital-intensive  industries,  tends  to  favour 
a  further  reduction  in  the  capital  to  output  ratio,  such 
as  is  envisaged  during  the  1960-1965  Plan  (see 
section  8)  even  though  rising  investment  in  chemicals 
has  the  opposite  tendency. 

Metals  and  Engineering 

Large  unutilized  capacities  existed  before  the  war 
in  the  ferrous  metallurgy  sector,  which,  undamaged 
and  even  extended  during  hostilities,  permitted  an 
expansion  of  output  in  1949  and  1950  without  signi¬ 
ficant  further  additions  to  capacity.  Thus  in  1938  pig- 
iron  capacity  was  265,000  tons,  but  output  (as  Table  13 
shows)  was  133,000  tons  ;  capacity  for  crude  steel  was 
388,000  tons,  but  output  was  284,000  tons ;  and 
rolling-mill  capacity  (including  tubes)  was  560,000 
tons  and  production  was  320,000  tons.“^  At  the  start 
of  the  First  Five-year  Plan,  little  steel  was  imported 
but  engineering  production,  as  a  result  of  the  factors 
just  noted,  rose  more  rapidly  than  had  been  planned, 
while  steel  output  fell  seriously  behind  its  targets. 

Index  numbers  of  gross  output,  1950  =  100 


1955  mo 

Engineering  and  metal-working  ....  278  585 

Ferrous  metallurgy .  153  377 

Non-ferrous  metallurgy .  213  388 


Heavy  imports  had  to  be  made,  not  only  of  crude  and 
rolled  steel  but  of  ore,  coke  and  refractory  materials 
(mainly  from  the  Soviet  Union).  But  the  decision  was 
nevertheless  taken  to  shift  the  emphasis  in  investment 
under  the  Second  Five-year  Plan  from  steel-making 
materials  —  imports  of  which  continued  to  be  assured 
by  the  Soviet  Union  —  to  smelting  and  rolling  instal¬ 
lations  (see  Loncear  and  Resiga’s  data,  cited  above). 
In  1955  pig-iron  output  was  enough  to  supply  domestic 
smelters,  but  the  further  expansion  of  pig-iron  require¬ 
ments  up  to  1960  had  to  be  met  by  imports.  The  shift 
in  capital  construction  towards  steel  fabrication  was 
partly  dictated  by  technical  considerations :  with  a 
balance  of  domestic  output  and  needs  planned  for  the 
long  term,  preference  was  accorded  to  initiating  work 


Loncear  and  Resiga,  op.  cit.,  p.  170. 
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Table  13 


Oatpat  of  selected  commodities  in  manofacturing  (socialist  enterprises  only),  1938  to  1960 


Commodity 

Unit 

1938 

1930 

1955 

I960 

I960  (Index 
numbers 
I9SO=tOO) 

Electricity 

Million  kWh 

1  130 

2113 

4  340 

7  650 

362 

of  which  :  Thermal  power . 

982 

1  944 

4  017 

7  253 

m 

Metallurgy 

Pig  iron . 

Thousand  tons 

133 

320 

570 

1  014 

317 

Crude  steel . 

284 

555 

766 

1  806 

326 

Rolled  steel . 

319 

402 

498 

1  254 

312 

Steel  tubes . 

0.6 

58 

67 

338 

583 

Engineering 

Metalworking  machine  tools . 

Unit 

— 

2  021 

4  324 

of  which  :  Lathes  . 

— 

184 

709 

1  969 

mnmm 

Ball  bearings . 

Thousand 

— 

217 

1  668 

4  553 

21  times 

Steam  turbines  (over  500  kW) . 

Thousand  kW 

— 

— 

15 

98 

Industrial  steam  boilers . 

Tons  steam! hour 

740 

1262 

260 

35 

Internal  combustion  engines . 

Thousand  h.p. 

40 

174 

354 

889 

Electric  motors . 

Thousand  kW 

2 

94 

147 

553 

587 

Electric  generators . 

MVA 

3.4 

15.7 

54.0 

81.8 

521 

Electric  transformers . 

11 

205 

309 

1  577 

768 

Drilling  rigs . 

Unit 

— 

32 

12 

81 

253 

Metallurgical  equipment . 

Thousand  tons 

3.6 

29.6 

Diesel  electric  locomotives  (of  2,100  h.p.)  .  .  . 

Unit 

— 

— 

— 

10 

Steam  locomotives  “ . 

47 

56 

54 

27 

48 

Goods  and  tank  wagons  “ . 

271 

1  875 

1  370 

4  622 

247 

Passenger  wagons  “ . 

— 

40 

100 

97 

243 

Motor  vehicles . 

— 

— 

3  028 

12123 

of  which  :  Motor  lorries  and  buses . 

— 

— 

2  980 

9  083 

Tractors . 

Thousand 

— 

3.47 

3.50 

17.10 

493 

Tractor  ploughs . 

— 

5.03 

4.01 

15.69 

312 

Tractor  sowers . 

— 

0.45 

1.43 

14.32 

32  times 

Grain  combines . 

Unit 

— 

50 

— 

5  500 

110  times 

Electric  washing  machines . 

Thousand 

— 

— 

— 

38.1 

Refrigerators . 

— 

— 

— 

10.5 

Radio  sets . 

— 

40 

89 

167 

420 

Bicycles . 

— 

— 

35 

243 

Light  industry 

Cotton  yam  . 

Thousand  tons 

16.5 

29.2 

45.6 

51.6 

177 

Cotton  fabrics  ** . 

Million  sq.m. 

104 

148 

243 

248 

168 

Wool  yam . 

Thousand  tons 

7.0 

12.8 

17.7 

19.4 

151 

Wool  fabrics . 

Million  sq.m. 

12.3 

22.71 

31.3 

31.8 

141 

Rayon  yam . 

Thousand  tons 

0.85 

1.92 

2.62 

2.77 

144 

Synthetic  yam  and  fibre . 

— 

—1 

— 

0.89 

Cotton  knitwear . 

Thousand  units 

5  176 

15  210 

26  969 

52i 

Woollen  knitwear . 

3  938 

4  670 

8  327 

211 

Footwear  . 

Million  pairs 

11.2 

17.85 

30.2 

270 

of  which  :  Leather  footwear . 

8.7 

10.4 

17.8 

205 

Chemicals 

Nitrogenous  fertilizer  (N) . 

Thousand  tons 

— 

— 

3.4 

18.9 

Phosphate  fertilizer  (P,0,) . 

— 

0.6 

7.4 

52.1 

80  times 

Soda  ash  (Na,CO,) . 

23 

38 

50 

180 

473 

Caustic  soda  (NaOH) . 

12 

15 

23 

74 

491 

Sulphuric  acid  (HtSO,) . 

44 

52 

92 

226 

438 

Organic  dyestuffs . 

— 

1.0 

2.4 

3.7 

378 

Plastics  and  synthetic  resins  ® . 

— 

0.4 

1.1 

12.5 

35  times 

Tyres  . 

Thousand 

— 

74 

171 

337 

455 

Ciilulose . 

Thousand  tons 

48 

67 

81 

92* 

136 

Paper . 

61 

86 

109 

140 

163 

Building  materials 

Cement .  ... 

510 

1  028 

1  936 

3  054 

297 

Window  glass* . 

Million  sq.m. 

2.6 

5.8 

7.6 

18.1 

314 

Bricks . 

Million 

200 

371 

668 

572 

154 

Tiles . 

123 

134 

140 

275 

205 

Food  industry 

Meat'f . 

Thousand  tons 

170 

140 

221 

270 

193 

Prepared  and  canned  meat . 

8.5 

11.6 

39.7 

58.9 

509 

Fresh  milk  o . 

Thousand  hi. 

365 

860 

1  325 

363 

Edible  vegetable  oils  * . 

Thousand  tons 

is 

36 

48 

118 

328 

Sugar . 

95 

87 

130 

391 

449 

(For  sources  and  footnotes,  see  opposite  page) 
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on  rolling  mills,  the  building  time  of  which  is  triple 
that  of  a  blast  furnace.  The  share  of  ferrous  metallurgy 
in  industrial  investment  is  planned  to  increase  further 
during  1960-1965,  and  it  is  hoped  to  eliminate  imports 
in  this  branch  by  1970,  except  for  special  quality  steels 
and  specific  rolled  profiles. Output  of  crude  and 
rolled  steel  in  1960  was  more  than  three  times  that  of 
1950,  while  that  of  tubes  —  an  important  input, 
amongst  other  things,  for  the  expansion  of  gas  and 
oil  pipelines  —  rose  from  58,000  to  338,000  tons  (see 
Table  13). 

Table  14 


Gross  output  (at  1955  prices)  of  the  engineering 
industry,  1950,  1955,  1957  and  1960 

Percentage  shares  and  index  numbers 


1950 

I960 

1955 

I960 

Branch 

Share  in  total 
industrial  output 

Index  numbers, 
1950=100 

Total  engineering  and  metal¬ 
working  . 

13.3 

24.0 

278 

585 

of  which : 

Engineering  .... 

6.4 

14.6 

274 

710 

Electrical  engineering 

0.8 

2.4 

348 

866 

Metal  constructions  . 

2.2 

2.9 

312 

545 

Repair  work  .... 

3.9 

4.1 

243 

328 

1950 

1957 

1955 

1957 

Share  in  total 

Index  numbers. 

output  of  the  group 

1950  = 

100 

Engineering  enterprises  of  the 
Ministry  of  Heavy  Indus¬ 
try  “ 

Power  equipment  .... 

6.8 

6.3 

244 

378 

Electro-technical  equip¬ 
ment  . 

7.4 

10.1 

412 

567 

Machine  tools . 

0.8 

1.4 

590 

810 

Oil  and  mining  equipment 

14.0 

11.2 

235 

330 

Agricultural  machinery  *  . 

18.0 

16.2 

260 

375 

Transport  equipment®  .  . 

29.2 

32.0 

255 

453 

Other  industrial  equipment 

10.7 

11.3 

384 

530 

Metal  consumer  goods  .  . 

10.6 

7.6 

250 

300 

Ball  bearings . 

2.5 

3.9 

494 

644 

Sources :  C.  Loncear,  I.  Desmireanu  in  Economia  Romtniei,  1944-1959, 
op.  cil.,  p.  207;  and  Anuarul  statistic  1961,  pp.  122-123,  128-129. 

°  The  Ministry  accounted  in  1958  for  nearly  two-thirds  of  the  total  output 
of  the  engineering  and  metal-processing  branch  (DezvoUarea  industriei, 
op.  cit.,  p.  201). 

^  Including  tractors  and  spare  parts. 

*  Water,  rail  and  road. 

Imports  are  planned  from  other  countries  of  the  area,  in 
accordance  with  CMEA  agreements  on  international  specializa¬ 
tion  in  this  field,  and  from  western  Europe  (see  section  7). 


The  main  products  contributing  to  the  extraordi¬ 
narily  rapid  expansion  of  the  engineering  and  metal¬ 
working  industries  are  indicated  in  Tables  13  and  14. 
Large-scale  manufacture  of  ball-bearings,  motor 
vehicles  and  oil  equipment  started  during  the  decade, 
and  a  modest  output  of  consumers’  durable  goods  has 
also  begun ;  the  fabrication  of  generators  and  trans¬ 
formers  has  greatly  exceeded  the  rise  of  domestic 
electric-power  production. 

Electricity 

The  generation  of  electric  power  increased  by  262 
per  cent  over  the  ten  years,  or  at  almost  the  same 
rate  as  general  industrial  growth  (273  per  cent  in  net 
and  240  per  cent  in  gross  terms)  and  reached  7,650 
million  kWh  in  1960,  thus  exceeding  the  target  of  the 
10-year  electrification  plan  launched  in  1950.  By  a 
better  utilization  of  capacities  and  improvements  in 
their  grid  connexion,  it  was  possible  to  exceed  the 
7,{X)0  million  kWh  output  target  with  a  much  smaller 
installed  capacity  than  expected  (1,779  MW  as  com¬ 
pared  with  2,600  MW  initially  planned  and  a  1950 
capacity  of  740  MW).  Investment  outlays  were  hence 
5.5  billion  lei  or  26  per  cent  less  than  foreseen  in  a 
highly  capital-intensive  energy  sector,  and  this  contri¬ 
buted  to  diminishing  the  capital  to  output  ratio  below 
that  envisaged  in  the  Second  Five-year  Plan  (see  sec¬ 
tion  2).  During  1951-1960,  42  per  cent  of  investment 
in  electric  energy  was  directed  to  thermal  electric 
stations,  24  per  cent  to  hydro-electric  stations  and 
34  per  cent  to  power  lines  and  sub-stations.  Indus¬ 
try  absorbed  65  per  cent  of  power  generated  in  1955 
and  slightly  less  in  1960,  while  the  share  of  agriculture 
was  extremely  small  (1  per  cent  in  1950  and  1.4  per 
cent  in  1955).  Exports  by  international  grid  are  still 
insignificant,  but  can  be  expected  to  rise  in  future. 

Electric  power  balance 


Million  k  Wh,  and  percentages  ( in  italics ) 

1955  I960 


Industry . 

2  831 

65.2 

4  739 

61.9 

Transport  and  building  .  .  . 

118 

2.8 

212 

2.8 

Agriculture . 

45 

1.0 

104 

1.4 

Public  lighting,  com,munal  use 

345 

7.9 

111 

10.1 

Households . 

195 

4.5 

433 

5.7 

Net  exports  “ . 

32 

0.7 

28 

0.4 

Station  consumption  and 
transmission  loss . 

774 

■’’.8 

1  357 

17.7 

Total  generated . 

4  340 

100.0 

7  650 

100.0 

liource :  Anuarul  statistic  1961,  pp.  154-155. 


“  Imports  were  1  million  kWh  in  1955  and  zero  in  1960. 


Notes  to  Table  13 

Source ;  Statistical  Pocketbook  1961,  pp.  85-89.  ^  100  per  cent  resins  used  for  synthetic  fibres. 

Note. — Data  for  1938  refer  to  production  of  large-scale  enterprises  ^  ntotor-cycles,  tractors  and  aircraft. 

(with  more  than  ten  workers  or  20  h.p.).  and  for  1950-1960  to  state  and  co-  *  2  mm.  equivalent. 

operative  enterprises.  /  Industrial  output  in  slaugliter-houses,  excluding  lard. 

®  Standard  gauge  only.  g  Industrial  output.  Includes  milk  powder. 

*  Including  mixed  fabrics.  h  Excluding  output  of  peasant-owned  presses. 


Fuels 

The  preference  for  gas  over  oil  and  for  both  over 
coal  —  apparent  during  the  past  decade  and  projected 
for  the  future  —  has  already  been  described  in 
section  2.  It  is  explained  by  several  factors.  The 
natural  gas  extracted  is  of  remarkable  purity  in 
methane  (free,  in  particular,  of  sulphur)  and  hence 
usable  as  a  highly  efficient  raw  material  for  the 
chemicals  industry,  in  other  supplies  for  which 
Rumania  is  also  rich ;  ease  of  transport  and  the 
absence  of  storage  requirements  make  it  cheap  to  use 
both  as  a  chemical  material  and  as  a  fuel,  while  in 
terms  of  calorific  content  its  capital  cost  is  below  that 
of  oil  and,  currently,  of  coal.  In  1960  the  end-use  of 


methane  gas  supplies  was 

as  follows : 

Millions  of  cu.m. 

Percentage 

As  fuel . 

.  .  5  686.5 

87.2 

of  which : 

Technical  needs  .... 

.  .  2  032.2 

31.2 

Steam  raising . 

.  .  2  519.4 

38.6 

Office  and  factory  heating 

.  .  199.3 

3.1 

Households . 

.  .  935.6 

14.4 

As  chemical  raw  material  .  . 

.  .  531.8 

8.2 

Total  consumption  .... 

.  .  6  518.7 

100.0 

Source  :  Direct  communication  from  the  Rumanian  Government. 

Consumption  data  are  available  also  for  1957,  but 
in  a  somewhat  different  classification.^^®  A  larger 
quantity  and  proportion  of  the  gas  was  tb  m  supplied 
both  to  households  (24  per  cent,  or  1,112  million 
cu.m.)  and  to  the  chemical  indust-y  (14.8  per  cent,  or 
656  million  cu.m.),  implying  that  industrial  users  of 
fuel  (20.4  per  cent  was  then  consumed  by  electric- 
power  stations)  have  been  the  main  beneficiaries  of 
the  expansion  of  supplies.  It  is  likely  that  the  con¬ 
stancy  since  1957  in  chemical  utilization  (the  1957 
figure  includes  u.se  by  the  chemicals  industry  as  fuel, 
and  no  actual  cut-back  seems  to  have  taken  place)  is 
a  function  of  investment  costs  and  time-lags  in  building 
chemicals  plants ;  for  the  future,  methane  will  be  the 
material  for  making  nitrogenous  fertilizer,  acetylene 
(by  a  newly  invented  Rumanian  process),  hydrocyanic 
acid  for  synthetic  fibres  and  acrylene  for  plastics. 

Over-rapid  exhaustion  of  proved  oil  deposits 
necessitated  both  large  investment  outlays  on  the 
prospection  and  exploitation  of  new  reserves  through¬ 
out  the  fifties  and  high  current  costs  for  secondary 
extraction  of  gas  left  in  the  old  fields.  However,  the 
oil  wells  opened  in  the  new  areas  were  gushers  and 
hence  average  current  operating  costs  for  the  whole 
industry  have  declined  —  although,  in  the  interests  of 
long-term  conservation,  pressure  maintenance  has 
been  employed.  After  the  rapid  development  of  these 
areas  under  the  First  Five-year  Plan,  oil  production 

***  M.  Florescu,  Petrol  fi  gaze.  No.  8,  1959,  p.  315. 


levelled  off  —  not  meeting  its  Second  Five-year  Plan 
target  —  and  investment  was  held  to  be  more  efficient 
in  improving  refineries  than  in  prospecting  for,  and 
exploiting,  more  crude  oil.  Refinery  capacity  (in 
thousands  of  tons  throughput)  has  risen  as  follows ; 


1950 

1955 

1958 

Atmospheric  distillation  .  . 

10  500 

11  700 

Thermal  cracking . 

.  1 400 

3  000 

3  800 

Vacuum  distillation  .  .  .  . 

1  160 

Source :  M.  Florescu,  op.  clt.,  pp.  326-327. 

Under  the  Six-year  Plan,  the  share  of  catalytic 
cracking  in  primary  distillation  is  planned  to  rise  to 
4  per  cent  in  the  near  future  and  to  22.5  in  the  longer 
run,  and  that  of  catalytic  reforming  to  8,7  per  cent 
and  later  to  12.3  per  cent,  whereas  the  share  of 
thermal  cracking  will  be  gradually  reduced  from 
33  per  cent  in  1958  to  23  per  cent  and  later  to  15  per 
cent.  By  1965  the  value  of  oil  products  recovered  per 
ton  of  crude  extracted  should  be  40  per  cent  greater 
than  in  1959.“^ 

Chemicals 

The  growth  of  the  chemicals  industry  —  even  more 
rapid  than  that  of  the  metal-using  branches  —  has 
been  characterized  not  only  by  the  rapid  expansion 
of  output  of  basic  chemical  products,  especially  during 
the  First  Five-year  Plan  (see  Table  13),  but  also  by 
the  diversification  of  production,  notably  during  the 
Second  Plan.  In  1955-1957,  2,800  different  products 
were  manufactured,  and  the  target  for  the  end  of 
1960  was  5,500.^®®  This  expansion  of  the  product-mix 
was  effected  by  a  major  shift  of  investment  during  the 
decade  away  from  basic  chemicals  towards  the  creation 
of  entirely  new  industries  —  dyestuffs,  plastics  and 
synthetic  fibres  ; 

Percentage  share  in  total  investment  in  the  chemicals 
and  cellulose  and  paper  industries 


1950  1955  1958 

Inorganic  basic  chemicals .  25  28  17 

Organic  chemicals .  20  10  8 

Nitrogen .  36  23  11 

Pharmaceuticals .  3  9  2 

Extraction  of  non-ferrous  metals .  1  11  2 

Salt  and  auxiliary  chemicals .  1  1  1 

Paper  and  cellulose .  10  10  7 

Other  (residual) .  4  8  52 


Source  :  Velea  and  Jica,  op.  cit.,  p.  229. 

Wood-chemicals  have  become  increasingly  impor¬ 
tant  ;  but  the  use  of  timber  materials,  for  cellulose  and 
paper  manufacture  in  particular,  has  been  supple¬ 
mented  by  the  exploitation  of  reeds  from  the  Danubian 
delta.  The  reed-processing  plant  at  Braila  is  of  novel 

***  Gh.  Gheorghiu-Dej,  Raport  la  cel  de-al  Ill-lea  Congres  al 
PMR,  1960. 

115  Velea  and  Jica,  op.  cit.,  p.  224. 
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conception  and  —  at  its  present  capacity  of  50,000 
tons  of  cellulose  per  annum  —  unique. 

Consumers’  Goods 

Enterprises  producing  textiles,  clothing  and  foot¬ 
wear  probably  employed  at  the  start  of  the  decade  at 
least  a  quarter  of  the  total  industrial  labour  force 
(including  those  in  private  industry)  and  produced 
about  23  per  cent  of  global  output.  There  was  a  great 
deal  of  unused  capacity,  due  to  inadequate  supplies 
of  textile  fibres  and  hides  : 

Percentage  of  capacity  utilized 


1938  1948  1950  1955 

Cotton  spinning .  79.5  80.7  88.5  100 

Cotton  weaving .  62.8  42.8  68.1  97 

Wool  weaving .  31.7  25.7  49.4  93 

Silk  weaving .  36.7  28.9  49.9  95 


Source :  I.  Moldovan,  I.  Beloiu,  L.  Caller,  M.  Borsatti  in  Dezvoharea 
indusiriel  socialiste  In  RPR,  pp.  383,  387  and  403. 

Under  the  two  Five- yea  •  Plans,  the  textiles,  clothing 
and  footwear  branches  received  about  2^  per  cent 
of  state  and  co-operative  outlays  on  industrial  invest- 
mei,t  (rising  fairly  steeply  during  the  decade)  but  gross 
output  was  approximately  doubled.  This  achievement 
on  a  low  capital  input  has  been  partly  due  to  the  full 
use  of  capacity,  attained  by  1955,  and  to  a  realign¬ 
ment  of  capacity  to  reduce  dependence  on  imports  of 
yam  (40  per  cent  of  investment  in  textiles  was  devoted 
to  spinning  mills).  In  1948,  weaving  capacity  was 
50  per  cent  of  spinning  capacity,  but  at  the  beginning 
of  1958  the  rise  in  the  latter  had  reduced  it  to  20  per 
cent.“*  Home-grown  fibre  could  hence  be  used,  and 
the  import  bill  lightened  by  taking  ginned  cotton 
instead  of  spun  yarn.  Domestic  supplies  were  further 
improved  by  the  expansion  of  artificial  fibres  from 
wood  and  reed  cellulose,  as  just  observed,  and, 
towards  the  end  of  the  period,  by  the  creation  of  a 
synthetic  fibre  industry. 

The  food  industry  produced  at  the  beginning  of  the 
fifties  nearly  one-quarter  of  the  global  industrial 
output  (less  on  a  net  basis)  and  employed  1 1  per  cent 
of  the  labour  force  of  socialized  industry  (and  a 
considerably  larger  share  of  the  total).  Its  share  in 

I.  Rusanovschi  in  Economia  Rominiei  1944-1959,  op.  cit., 
p.  292. 


Table  15 


Output  of  agriculture  and  of  the  food-processing 
industry,  1950,  1958  and  1960 

Thousands  of  tons  “ 


Meat 

Milk 

Sugar-  Sunflower- 
beet  seed 

Agricultural  output 

1950 . 

644 

18  730 

633 

214 

1958  . 

852 

23  018 

1  732 

286 

1960 . 

969 

27  400 

3  399 

522 

Deliveries  to  food  industry 

1950 . 

306 

1  184 

608 

111 

1958  . 

461 

5  414 

1  319 

184 

1960 . 

541 

6  280 

2  966 

463 

Output  of  food  industry 

1950 . 

140  6 

365 

87  e 

36  <* 

1958  . 

226*’ 

1  207 

188  = 

64 

1960 . 

270® 

1  325 

391  = 

118'* 

Sources:  C.  Teodoni  in:  Economia  Rominiei  1944-1959,  op.  cit.,  p.  319; 
and  Anuarul statistic  1960,  pp.  216-217;  ibid.,  1961,  pp.  138-139,  210-211,  and, 
for  deliveries,  direct  communication  from  the  Rumanian  Government. 

“  Meat;  live  weight  for  total  output  and  deliveries;  milk  in  thousands  of 
hectolitres.  Output  of  food  industry  is  for  human  consumption  only. 

^  Meat  processed  in  slaughterhouses  in  carcass  weight,  excluding  lard. 

^  Refined  sugar. 

**  Edible  vegetable  oil.  ^ 

industrial  investment  was  5  per  cent  during  the  First 
Five-year  Plan,  during  which  gross  output  increased 
by  more  than  two-thirds,  and  6.5  per  cent  during  the 
Second  Five-year  Plan,  when  output  rose  by  two- 
fifths.  The  more  rapid  growth  in  the  first  period 
reflects,  inter  alia,  the  very  poor  supplies  from  agri¬ 
culture  in  1950  and  the  bumper  harvest  of  1955. 

The  141  per  cent  expansion  of  the  gross  output  of 
the  food-processing  industry  has  partly  reflected  the 
increasing  urbanization  and  monetization  of  the  eco¬ 
nomy.  Consumption  of  agricultural  raw  materials  by 
this  industry  has  thus  increased  faster  than  total  farm 
output  of  them  (examples  are  given  in  Table  15);  but 
the  installation  of  new  processing  capacity  has  not 
always  kept  up  with  the  growth  of  supplies.  Thus,  the 
beet  crop  of  1958,  which  was  below  the  1956-1960 
mean,  exceeded  the  capacity  of  the  sugar  refineries, 
and  nearly  a  quarter  of  the  harvest  was  used  as  feed ; 
and  only  one-fifth  of  the  1959  and  1960  milk  output 
could  be  taken  up  by  the  dairy  industry  (bottling, 
pasturizing  and  products). 


5.  Agriculture 


Farm  Production  and  Yields 

In  agriculture,  the  rise  in  output  has  been  con¬ 
siderably  slower  than  in  industry.  In  1950-1951,  net 
agricultural  output  (at  1950  prices)  was  one-tenth 
below  the  pre-war  average,”^  though  20  per  cent 


below  the  1938  peak;  but  the  1938  level  was  equalled 
in  1953  and  substantially  exceeded  in  the  bumper 
year  1955.  Output  has  subsequently  fluctuated,  but  in 
1959-1960  (and  probably  also  in  1961)  it  was  40  per 
cent  higher  than  in  the  early  fifties  (see  Table  4).  The 
index  number  of  global  output  (at  1955  prices)  shows 
a  higher  increase  over  the  1950-1951  base  year  than 


Anuarul  statistic  1939  ji  1940,  p.  404. 
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Table  16 

Sown  area,  1938  to  1960 

> 

I 

C' 

a, 

fl 

Total . 

Under  crops . 

of  which  :  With  irrigation  facilities 

All  sowing  area 
Grain . 

of  which  :  Wheat  and  rye  .  .  . 

Maize . 

Technical  crops  . 

Potatoes  and  other  vegetables  . 

Fodder  crops  . 

Fallow  and  unsown . 


Sources  :  Anuarul  statistic  1961,  pp.  178-179  and  194-197,  except  arable 
area  in  19S3  from  direct  communication  by  the  Rumanian  Government. 


Note.  —  Grain  does  not  include  legumes  in  this  table  and  Table  17; 
crops  for  seed  to  sow  are  also  excluded. 


that  of  net  output  (at  1950  prices).  The  slower  increase 
of  the  net  series  must  have  been  due  to  increased 
inputs  from  outside  the  sector  (fertilizer,  etc.)  and 
increased  services  from  the  machine  tractor  stations 
(MTS)  as  well  as,  probably,  to  the  different  price 
bases  of  the  two  series  (the  price  structure  of  1955 
must  have  been  very  different  from  that  of  1950). 

The  area  under  crops  increased  by  6  per  cent 
during  the  fifties,  and  that  provided  with  irrigation 
facilities  to  4.7  times  the  1950  area,  though  still 
covering  only  2  per  cent  of  the  total  sown.  The 
pattern  of  sowings  has  been  somewhat  changed,  though 
the  share  of  grain  is  still  very  high  —  now  72-75  per 
cent  of  arable  land  against  81  per  cent  before  the  war. 


Within  this  total,  there  was  initially  a  reduction  in  the 
share  of  maize,  followed  by  re-expansion  after  1953 
to  not  much  below  the  pre-war  share  by  1959-1960 
(see  Table  16).  The  area  under  vegetables  and  tech¬ 
nical  crops  is  much  higher  than  before  the  war,  and 
the  pattern  of  sowings  of  technical  crops  has  changed 
during  the  postwar  period  :  the  share  of  cotton  and 
other  textile  plants  reached  a  peak  of  3.3  per  cent  of 
the  arable  land  in  1953  but  declined  to  0.6  per  cent 
in  1960,  while  the  share  of  oil-seeds  and  of  sugar 
increased  from  a  combined  6.6  per  cent  in  1950  to 
8.0  per  cent  ten  years  later. 

From  the  data  in  Table  17  it  may  be  seen  that 
yields  are  still  low  by  European  standards  (they  are 


Table  17 

Yields  and  output  of  main  crops,  pre-war  to  1960 


1950  1951  1955  1956 


Yields  in  quintals  per  hectare 

Wheat  . 

10.3 

8.0 

12.5 

10.2 

8.4 

12.5 

9.8 

13.4 

12.2 

Maize  . 

10.4 

7.4 

10.8 

18.0 

11.0 

17.0 

10.0 

16.0 

15.5 

Sunflower  seed . 

8.7 

4.2 

6.0 

9.0 

7.3 

8.5 

7.7 

10.0 

10.7 

Sugar-beet  . 

154 

88 

158 

138 

109 

156 

122 

171 

170 

Potatoes . 

77 

70 

87 

101 

104 

115 

102 

104 

103 

Grapes . 

50.8 

29.1 

29.2 

52.0 

26.0 

38.5 

48.6 

37.8 

32.3 

Output  in  thousands  of  tons 

All  grains . 

8  016 

5  149 

7  816 

9  956 

7  139 

11  042 

7  293 

10  632 

9  826 

of  which  :  Wheat . 

2  630 

2  219 

3  521 

3  006 

2  436 

3  701 

2  914 

4  001 

3  450 

Maize . 

4  056 

2  101 

3  100 

5  877 

3  932 

6  338 

3  657 

5  680 

5  531 

Sunflower  seed . 

48 

214 

230 

278 

223 

255 

286 

529 

522 

Sugar-beet  . 

393 

633 

1  430 

2000 

1  519 

2  043 

1  732 

3  446 

3  399 

Potatoes . 

1  318 

1  601 

2  141 

2  608 

2  675 

3  058 

2  777 

2  897 

3009 

Grapes . 

1  049 

648 

651 

1  110 

578 

882 

1  169 

973 

874 

Other  fruits . 

401 

276 

977 

556 

551 

959 

1  170 

829 

currently  between  the  Turkish  and  Yugoslav  aver¬ 
ages),^'®  and  have  been  subject  to  violent  year-to-year 
fluctuations.  The  1959  and  1960  results  and  those 
expected  for  1961  suggest,  however,  that  a  firm 
improvement  may  now  have  begun,  at  least  for  such 
major  crops  as  wheat,  maize,  sunflower  seed  and 
sugar-beet.  Output  of  the  last  two  crops  has  consider¬ 
ably  increased  since  1958,  reducing  dependence  on 
imports  of  both  sugar  and  vegetable  oil."®  Although 
grain  production  has  not  yet  regained  the  1957  peak 
of  11  million  tons,  it  is  important  that  yields  in  1959- 
1960  (and  probably  also  in  1961)  were  considerably 
higher  than  any  previous  two-year  average.  The 
weather  was  less  favourable  in  1960  than  in  1959,  but 
state-farm  yields  rose,  and  the  Rumanian  authorities 
see  this  as  an  earnest  of  the  greater  independence  from 
climatic  vagaries  that  better  techniques  can  bring. 
They  take  as  their  yardstick  the  performance  of  state 
farms  in  Hungary  and  Czechoslovakia;  but  the  margin, 
though  it  has  narrowed,  is  still  significant: 

Yields  in  state  farms 


Wheat  Maize  Sugar-beet  Potatoes 
Average  1959-1960,  in  quintals  per  hectare 


Rumania  .... 

.  17.5 

18.2 

168 

106 

Hungary  .... 

23.9 

34.2 

285 

127 

Czechoslovakia  . 

23.9 

28.1 

258 

85 

Sources:  Anuarul  statistic  1960,  p.  238,  ibid.,  1961,  p.  218;  Mezogazdasagi 
statisztikai  zsebkdnyv  1960,  pp.  183,  187,  189,  191,  193,  195;  Statistickd 
roienka  CSSR  1960,  p.  229;  Zemidilskd  ekonomika.  No.  5,  1961. 

The  contribution  of  livestock  to  gross  farm  output 
is  only  one-third,'^®  little  more  than  before  the  war ; 
but  despite  still  inadequate  feed  —  resulting  from  low 
fodder-crop  yields  —  and  generally  poor  breeds,  ani¬ 
mal  yields  are  good  for  the  region.  The  milk  yield  per 
cow  (1,1(X)  litres)  is  about  the  same  as  in  Bulgaria  and 
Yugoslavia,  and  better  than  in  Albania,  Greece  and 
Turkey  ;  and  the  two-kilogramme  wool  clip  per  sheep 
is  higher  than  in  all  these  countries  save  Bulgaria. 

Cattle  numbers  (including  working  cattle)  in  1959- 
1960  were  slightly  lower  than  in  1951-1952  (see 
Table  18).  The  number  of  pigs  increased  very  rapidly 
after  the  enhancement  of  incentives  during  1954  and 
1955,  but  has  since  somewhat  declined,  though  re¬ 
maining  some  80  per  cent  higher  than  in  1951-1952. 
Output  of  pork  (including  the  weight  increase  of  the 
pig  herd),  reflecting  the  changes  in  pig  numbers,  was 
nearly  twice  as  large  in  1955  as  in  1951,  but  declined 
thereafter ;  and  in  1960,  although  two-thirds  higher 
than  in  1951-1952,  it  had  not  yet  regained  the  1955 
level  (probably  partly  because  of  some  adverse  effects 

For  fuller  comparison  with  south-eastern  Europe,  see  the 
Survey  for  1960,  Chapter  VI,  Table  21. 

"*  See  Appendix  Table  VI. 

""The  contribuiion  would  be  higher  if  calculated  according 
to  western  European  statistical  practice,  excluding  fodder 
crops  consumed  in  the  country  from  total  larm  output. 


of  the  collectivization  drive  in  recent  years).  Output 
of  beef  and  mutton  (slaughtered  and  on  the  hoof)  has 
barely  kept  ahead  of  the  decade’s  increase  in  popula¬ 
tion.  The  increase  in  milk  supply  —  to  45  per  cent 
above  the  1951-1952  average  —  was  rather  faster,  and 
was  due  to  higher  yields  per  cow  since  the  number 
of  cows  was  slightly  less  in  1960  than  in  1951-1952. 

The  gravity  of  the  meat  situation  in  1960  may  be 
gauged  from  the  fact  that  production  (including  the 
weight  increment  of  livestock  on  the  hoof)  was  a  mere 
7^  per  cent  greater  per  head  of  the  population 
than  in  1938.  The  government  decided  to  offer  562 
million  lei  in  credits  to  collective  farms  in  1961  for 
the  purchase  from  private  owners  of  young  animals 
which  would  otherwise  have  been  slaughtered,  notably 
among  the  progeny  of  the  cow,  the  sow  and  the  ten 
sheep  or  goats  which  are  the  upper  limits  of  a  collec¬ 
tive-farm  member’s  ownership.'"  In  the  first  eight 
months  of  the  year  415  million  lei  had  already  been 
paid  out  under  this  scheme  to  cover  the  purchase  of 
76,191  cows  and  heifers,  146,994  calves,  126,678  sheep 
and  9,536  pigs.  While  this  resulted  in  a  rise  in  meat 
prices  on  farm  markets,  the  longer-term  effect  should 
be  to  improve  meat  supplies.  Other  measures  taken  at 
the  same  time  included  an  increase  in  loans  to  col¬ 
lective  farms  to  build  livestock  shelters,  and  instruc¬ 
tions  by  the  Ministry  of  Agriculture  to  abattoirs  and 
state  farms  (and  a  similar  recommendation  to  co-op¬ 
erative  farms)  to  slaughter  neither  reproductive  stock 
nor  animals  below  specified  weights.  The  Ministry  has 
also  just  completed  an  ecological  survey  to  indicate 
the  optimum  breed  for  each  region,  and  imports  of 
pedigree  stock  (351  head  in  1958,  3,161  in  1959  and 
7,017  in  1960)  and  the  number  of  artificial  insemina¬ 
tions  has  been  rapidly  rising. 

State  Farming 

In  animal  as  well  as  in  crop  yields,  state  farms  show 
the  highest  returns  per  unit  of  land  and  per  animal. 
Thus,  the  milk  yield  per  cow  in  1960  was  2,730  litres, 
against  a  national  average  of  1,100,  and  the  wool  clip 
2.5  kilogrammes  per  sheep  compared  with  an  average 
of  2  kilogrammes ;  the  differences  in  crop  yields  are 
discussed  below.  The  average  size  of  state  farms  is 
much  larger  than  that  of  other  farms,  and  their 
manpower  less  per  hectare. 


Farm  size  in  hectares  of  agricultural  land  at  end  of  year 


1950 

1955 

I960 

State  farms  proper . 

.  2  075 

3  327 

3  072 

Collective  farms . 

281 

421 

937 

Agricultural  associations  .  . 

88 

348 

Private  farms . 

3.4 

3.1 

3, 

Source  :  Anuarul  statistic  1961,  pp.  174,  180-182. 

Credits  were  already  available  to  purchase  livestock  in 
excess  of  these  limits  held  by  a  new  member  on  joining.  The 
loans  offered  in  1961  were  also  for  buying  stock  from  state 
breeding  stations. 


Table  18 


Livestock  numbers  and  output  of  animal  products,  1938  to  1960 


1938 

1951 

1952 

1955 

1958 

1959 

1960 

1961 

Thousand  head  on  1  January 

Cattle . 

3  653 

4  778 

4  394 

of  which  :  Cov/s  “ . 

1  787 

1  914 

1  943 

2  137 

2  156 

2  .'40 

Working  cattle  .  .  . 

829 

969 

974 

859 

756 

744 

684 

520 

Horses . 

1  581 

1  223 

Pigs . 

2  761 

2  197 

2  587 

3  249 

4  300 

Sheep . 

11  599 

11  500 

Poultry . 

27  325 

17  610 

21207 

38  000 

Thousands  of  tons 

6 

Meat  ' . 

763 

725 

886 

852 

969 

of  which  :  Pig-meat  ® . 

326 

220 

231 

312 

356 

376 

Milk . 

18  489 

of  which  :  Cows’  milk  .  ... 

14514 

14  950 

15  260 

17  750 

19  462 

Wool  (greasy) . 

1.5.13 

16.63 

19.56 

21.85 

Eggs . 

1  354 

1  135 

1  210 

1  546 

2  355 

Sources  :  Anuarul  statistic  1961,  pp.  2S6-2S7.  ^  Thousands  of  hectolitres  of  milk  and  millions  of  eggs. 

Including  buffalo  cows.  ^  In  live  weight,  including  weight  change  on  the  hoof. 


The  census  of  February  1956  reported  74  persons 
active  in  agriculture  for  each  100  hectares  of  arable 
land  ;  but  this  was  an  average  of  12  on  state  farms, 
47  on  collective  farms,  100  on  farms  belonging  to 
agricultural  associations  and  87  on  private  farms.^^^ 
However,  the  census  methodology  probably  overstates 
the  labour  intensity  in  the  private  sector  because 
virtually  all  farmers’  wives  and  daughters  in  the  active 
age-groups  were  included  as  “  occupied  ”  (women 
were  55  per  cent  of  all  those  active  in  private  farming 
but  31  per  cent  in  state  farms).  Moreover,  the  date  of 
the  census  (February)  omits  from  state  farms  the 
seasonal  labour  they  draw  from  private  and  co¬ 
operative  farms  at  harvest  time. 

The  absorption  of  nearly  3  mUlion  hectares  of 
agricultural  land  into  the  state  sector  by  1949  has 
been  described  in  section  1  ;  and  when  in  that  year 
the  Central  Committee  of  the  Rumanian  Workers’ 
Party  approved  a  programme  of  “  systematic  work 
among  poor  and  middle  peasants  to  convince  them 
of  the  necessity  of  gradually  joining  collective  farms 
on  the  basis  of  free  consent  ”,  the  first  stage  was, 
through  state  farms,  “  to  demonstrate  to  the  broadest 
masses  of  the  working  peasantry  the  superiority  of 
mechanized  agricultural  work,  particularly  on  exten¬ 
sive  fields,  the  superiority  of  scientific  farming  me¬ 
thods  over  the  present  type  of  peasant  work  and  the 
superiority  of  socialist  agriculture  over  private  agri¬ 
culture  on  fragmented  land.”  As  Table  19  shows. 

From  Census,  op.  cit.,  Vol.  I,  p.  770,  and  end-1955  arable 
area  in  Anuarul  statistic  1961,  p.  178. 

*”Gh.  Gheorghiu-Dej,  Articole  si  cuvintdri,  1951,  pp.  314 
and  326. 


the  area  of  farmland  held  by  the  state  continued  to 
grow  during  the  first  half  of  the  fifties ;  and  by  1955 
over  7  per  cent  of  arable  land  was  tilled  by  state  farms 
proper  (those  run  by  the  State  Farm  Department),  and 
as  much  again  was  held  by  other  state  or  communal 
agencies.  In  1949-1950  and  again  in  1957-1958  some 
of  these  miscellaneous  state  holdings  were  consoli¬ 
dated,  and  in  1959  an  expropriation  of  peasant 


Table  19 

State  ownership  of  agricultural  and  arable  land, 
1948  to  1960 


End  of  year 


State  farms 

Other  state 
agencies 

Agri¬ 

cultural 

Arable 

Agri¬ 

cultural 

Arable 

Thousand  hectares: 

1948  . 

243 

160 

2  629 

551 

1950  . 

753 

550 

2  332 

313 

1955  . 

882 

694 

2716 

631 

1959  . 

1  632 

1267 

2  523 

347 

1960  . 

1  720 

1  341 

2  550 

350 

Percentage  of  total: 

1948  . 

1.7 

1.6 

17.9 

5.7 

1950  . 

5.3 

5.9 

16.3 

3.3 

1955  . 

6.2 

7.2 

'  19.3 

6.5 

1959  . 

11.2 

12.9 

17.4 

3.5 

1960  . 

11.8 

13.7 

17.6 

3.5 

Sources :  1948 — Economia  Romtniei  1944-1959,  p.  403,  for  state  farms 
(REAZIM)  and  Dezroltarea  economiei  RPR  1948-1957,  p.  207,  and  direct 
communication  from  the  Rumanian  Government  for  all  state  holdings. 
1950-1960 — Statistical  Pocketbook  1961,  pp.  110-113  (official  translation  of 
Breviar  statistic  at  RPR,  1961). 
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Table  20 

Equipment  park  of  state  farms  and  machine-tractor  stations  in  1950,  1955  and  1960 

End  of  year 


State  farms  | 

MTS 

1950 

1955 

I960  1 

1950 

1955 

I960 

Number  of  enterprises . 

363 

265 

560 

138 

222 

243 

Arable  area  served  “ . 

550 

694 

1  341 

8  515 

8  337 

8  129 

Number  of  tractors  . 

3  281 

6  455 

16093 

5  833 

13  034 

26  598 

Hectares  per  tractor . 

168 

108 

83 

1460 

640 

305 

Number  of  tractor  ploughs . 

3  458 

5  887 

14  712 

6177 

13  882 

30  689 

Hectares  per  tractor  plough . 

159 

118 

91 

1379 

601 

265 

Number  of  tractor  combines . 

39 

8 

7  363 

17 

14 

8  428 

Source :  Statistical  Pocketbook  1961,  pp.  106,  108,  110-113  and  127-128. 
®  Thousands  of  hectares.  MTS  area  is  that  of  private  and  co-operative  farms. 
If  for  MTS  the  area  of  co-operative  farms  alone  is  taken  (263,  1,180  and  6.S86 
thousand  hectares  in  each  respective  year),  hectares  per  machine  are  as 
follows: 


Tractor  ... 
Tractor  plough 


1950 

1955 

1960 

45 

91 

248 

42 

85 

215 

holdings  in  excess  of  that  which  could  be  tilled  by 
the  occupying  household  resulted  in  an  addition  of 
over  200,000  hectares  to  state  farms. 

In  1956,  after  the  abolition  of  obligatory  deliveries 
(see  below),  the  government  planned  to  rely  increas¬ 
ingly  on  state  farms  for  agricultural  procurement, 
especially  of  cereals ;  and  a  target  of  at  least  a  million 
hectares  to  be  sown  to  crops  was  set  for  1960,  and 
was  supported  by  priority  in  equipment  supplies.  The 
acreage  served  by  each  tractor,  or  tractor-drawn 
plough  or  combine,  has  been  consistently  smaller  on 
state  farms  than  on  the  collective  farms  served  by  the 
MTS,  although  the  differential  has  been  rapidly 
narrowing  (see  Table  20).^^^  Fertilizer  inputs  have 
been  even  more  concentrated  on  state  farms  ;  whereas 
their  share  in  the  total  agricultural  area  was  slightly 
more  than  10  per  cent  in  1957-1958,  they  then  received 
75  per  cent  of  the  total  supplies  of  phosphorous. 
50  per  cent  of  nitrogenous  and  35  per  cent  of  the  tiny 
quantity  of  potash  fertilizer.^-®  The  state  farms 
received  subsidies  until  1959  (they  had  been  wholly 
budget-financed  until  1955)  and  this  permitted 
heavier  investment  per  acre  than  in  other  sectors  of 

As  MTS  have  served  co-operative  farms  preferentially  to 
private  holdings,  and  these  latter  are  often  unsuited  by  size  and 
fragmentation  to  mechanized  field  work,  the  ratio  of  MTS 
equipment  to  the  co-operative  area  is  the  more  significant. 
MTS  were  set  up  in  1948  when  the  first  domestic  tractors  were 
produced  from  a  converted  aircraft  plant  in  Brasov;  an  initial 
stock  of  Soviet  and  British  tractors  was  imported,  and  most 
mechanized  farm  equipment  not  taken  over  in  1945  was  na¬ 
tionalized  in  the  land  expropriation  of  the  following  year.  There 
are  now  243  MTS,  each  with  over  a  hundred  tractors. 

M.  Stancu,  Probleme  agricole.  No.  4,  1959,  p.  10. 

There  is  still  a  compensation  of  losses  on  a  few  state 
farms  by  profits  on  others;  but  some  losses  are  incurred  in 
services  to  collective  and  other  farms  (e.g.  pound  for  pound 
exchanges  of  selected  seed  for  grain). 


farming.  This  form  of  preference  has  now  ceased  and 
state  farms  receive  credits  on  terms  similar  to  those 
extended  to  collective  farms,  although  more  are 
allocated  to  the  state  sector.^-^  Their  investment 
allocation  in  1959  was  three  times  the  1950-1955 
average,  with  rather  rapidly  rising  returns.'^® 

State  farms  are  now  substantial  contributors  to 
supplies  of  vegetable  foodstuffs ;  and  their  share  in 
procurements  in  1960  reached  37  per  cent  for  wheat, 
22  per  cent  for  maize,  28  per  cent  for  cows’  milk, 
and  20  per  cent  for  meat.  Livestock  production  is, 
however,  still  little  developed  —  at  the  1  January 
1961  count  they  possessed  only  3.7  per  cent  of  the 
cows,  but  just  under  one-fifth  of  the  pigs  and  one-tenth 
of  the  sheep  —  and  it  is  in  this  field  especially  that 
future  improvement  is  envisaged.^-* 

Collecti  vization 

A  Model  Collective  Farm  Statute  was  elaborated 
in  March  1949  based  on  the  Soviet  practice  under 
which  all  resources  except  household  plots  and  a 
limited  number  of  livestock  are  surrendered  to  the 
collective,  and  dividends  are  paid  on  the  basis  of 
work  performed.  By  the  end  of  1950,  971  farms  had 
been  set  up,  totalling  some  300,000  hectares.  To 
accelerate  socialization,  the  Central  Committee  of  the 
Rumanian  Workers’  Party  (at  a  meeting  in  September 
1951),  after  stressing  the  necessity  of  maintaining  the 
principle  of  “  free  consent  ”  in  entering  collective 

Credits  to  collective  farms  were  14  per  cent  of  all  state 
investment  in  agriculture  in  1960  (M.  Gogioiu,  Lupta  de  clasa. 
No.  9, 1961,  p.  45). 

See  B.  8chiopu  and  E.  Jianu,  Probleme  economice.  No.  6, 
1960,  pp.  43-44. 

Ibid.,  p.  42. 


Table  21 


Land  in  the  co-operative  sector,  1949  to  1960 

Thousand  hectares  of  agricultural  land  at  end  of  year 


1949 

1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

I960 

Collective  farms  “ . 

17 

289 

302 

713 

802 

867 

906 

1  067 

1  582 

1  893 

2  998 

4  580 

Agricultural  associations . 

— 

— 

— 

188 

238 

316 

395 

771 

2  026 

2  550 

3  425 

3  065 

Total  co-operative  sector . 

14 

289 

302 

901 

1  040 

1  183 

1  301 

1  838 

3  608 

4  443 

6  423 

7  646 

As  percentage  of  total  agricultural 
land . 

0.1 

2.0 

2.1 

6.3 

7.3 

8.4 

9.2 

13.0 

25.3 

30.8 

44.1 

52.5 

As  percentage  of  total  arable  land  . 

0.1 

2.8 

2.9 

9.0 

10.2 

11.2 

12.2 

17.5 

34.7 

41.8 

57.6 

67.1 

Sources:  1949-1950,  1955-1960,  ^/luaru/ pp.  175,  178,  179;  ®  Including,  for  1956-1960,  area  of  **  agricultural  producer  co-operatives** 

1951-1954,  direct  communication  from  the  Rumanian  Government.  (see  footnote  132. 


farms,^®°  envisaged  the  mass  creation  of  “agricultural 
associations  ”  (similar  to  the  T.O.Z.  existing  in  the 
Soviet  Union  during  the  late  twenties).  In  this  type 
of  farm,  land  is  pooled  in  order  to  permit  the  use  of 
mechanization  on  large  fields  and  agricultural  work 
(ploughing,  sowing,  harvesting)  is  usually  carried  out 
in  common;  livestock  and  agricultural  implements  on 
the  other  hand  remain  in  private  ownership  and  the 
harvest  residual  (after  the  obligations  to  the  state  and 
to  MTS  have  been  met  and  seed  put  aside)  is  dis¬ 
tributed  to  members  proportionally  to  the  land  with 
which  they  entered  the  association.^^^  As  the  work 
required  from  a  member  is  proportionate  to  the  land 
he  contributed,  dividends  are  in  effect  also  based  on 
labour  contributions,  but  the  member  has  the  right  to 
pay  someone  else  (on  a  tariff  fixed  by  the  association) 
to  perform  that  part  of  his  work  quota  which  he 
cannot  execute.  A  peasant  could,  moreover,  contribute 
only  part  of  his  land  to  the  association,  retaining  the 
rest  for  individual  tillage.”- 

In  1958,  public  attention  was  drawn  to  abuse  of 
their  model  statute  by  many  agricultural  associations, 
which  “  although  they  had  pooled  a  large  part  of  their 
land,  continued  to  carry  out  some  or  all  of  their 
agricultural  work  individually,  on  separate  plots, 
which  meant  that  the  production  and  revenue  of  these 
associations  could  not  reach  the  levels  of  co-operative 

The  resolution  of  the  Party  Central  Committee  says:  “  In 
some  cases  activists  of  local  party  organizations  have  used,  in 
the  work  of  establishing  collective  farms,  compulsory  methods 
alien  to  our  party,  such  as  the  threat  of  increasing  income-tax 
and  delivery  quotas,  or  of  the  dismissal  from,  service  of  family 
members”  O’robleme  economice.  No.  9,  1951,  supplement, 
p.  iii.) 

Decision  of  the  Central  Committee  of  the  Workers’  Party 
(Probleme  economice,  loc.  cit.)  and  the  model  statutes  of  agri¬ 
cultural  associations  {Viafa  sindicald,  13  March  1952,  p.  3). 

***  An  intermediate  model  (“  agricultural  producer  co¬ 
operative  ”),  under  which  dividends  were  paid  in  proportion 
to  both  labour  and  land  contributed,  was  abortive;  15  were 
formed  in  1956,  there  were  122  (with  21,000  hectares)  in  1958, 
and  in  1961  there  were  only  9. 


agriculture.” The  Government  then  began  to 
promote  a  gradual  transformation  of  associations  into 
collectives  and  from  1959  to  mid- 1961,  4,758  associa¬ 
tions  with  over  2  million  hectares  of  agricultural  land 
were  thus  adapted  (see  Table  21).  By  September  1961 
the  area  of  collective  farms  reached  5.22  million 
hectares  of  agricultural  land,  and  that  of  agricultural 
associations  2.65  million  hectares.  In  the  past  two 
years,  to  June  1961,  amalgamations  have  brought  the 
average  size  of  a  collective  farm  to  950  hectares  of 
agricultural  land.  The  optimum  is  considered  to  be 
1,500-2,500  hectares  in  the  plains,  1,000-1,500  in  hilly 
areas,  and  500-1,000  in  fruit  and  vegetable  farms. 
These  sizes  are  low  compared  with  existing  averages 
for  state  farms  in  Rumania  (over  3,000  hectares)  and 
for  collective  farms  in  Bulgaria  (over  4,(X)0  hect¬ 
ares),*^®  but  the  Rumanian  authorities  believe  that  the 
village  sense  of  community  is  such  that  no  farm 
should  ordinarily  embrace  more  than  a  couple  of 
villages  or  at  most  a  rural  commune.*®® 

The  collective  farms  are  more  efficient  crop  pro¬ 
ducers,  per  man  and  per  hectare,  than  the  private 
holdings  now  remaining  :  *®^ 

Yields  per  hectare 


State  farms 

Collective  farms 

Individual  farms 

1959 

I960 

1959 

I960 

1959 

I960 

Wheat  .... 

.  17.1 

17.8 

13.9 

13.5 

12.2 

8.6 

Maize  .... 

.  17.6 

18.8 

17.2 

19.4 

14.9 

11.6 

Sunflower  seed 

.  10.3 

12.6 

10.8 

11.8 

9.0 

8.6 

Sugar-beet  .  . 

.  162.7 

172.0 

199.0 

182.0 

154.5 

134.9 

Potatoes  .  .  . 

.  106.3 

105.4 

102.5 

104.2 

102.1 

97.5 

Tomatoes  .  . 

.  152.3 

195.4 

140.5 

137.5 

112.0 

102.1 

Sources  :  Anuarul  statistic  1960^  p.  238;  ibid.,  1961,  p.  218. 


*®®  Speech  to  meeting  of  peasants  and  farm  workers  in  the 
socialist  sector  in  Constanta,  3  April  1958  (Gh.  Gheorghiu-Dej, 
Articole  si  cuvintdri  1955-1959,  p.  400). 

*”  Gh.  Gheorghiu-Dej,  Scinteia,  2  July  1961. 

*®®  See  the  Survey  for  1960,  Chapter  VI,  p.  35. 

*®*  The  mean  area  of  non-state  agricultural  land  per  village 
(the  administrative  sat)  in  1960  was  680  hectares  and  per  com¬ 
mune  2,400  hectares. 

*®’  The  figures  cited  above  reflect  also  the  difference  in  material 
conditions,  since  in  1959-1960  the  mountain  areas  were  the 
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Livestock  production,  however,  constituted  only 
19.5  per  cent  of  their  global  output  in  1959  (an 
improvement  over  the  17.7  per  cent  in  1953)“® 
against  a  share  of  31.1  per  cent  in  the  global  output 
of  all  farms  (28.8  per  cent  in  1953  and  33.6  per  cent 
in  1960),  and  an  even  higher  share  in  the  private 
sector.  This  is  not  due  to  poorer  yields  per  animal,^®® 
but  to  far  fewer  stock  per  unit  of  land  than  in  the 
private  sector.  To  the  extent  that  the  private  livestock 
of  collective  farmers  is  in  good  part  fed  from 
communally  grown  fodder,  the  comparison  of  shares 
of  animal  production  in  global  output  of  private  and 
collective  farming  is  misleading ;  but  in  tact  more  than 
half  of  all  cows,  other  cattle  and  pigs  are  in  individual 
farms  (other  than  the  private  plots  of  collective 
farmers) : 


Thousands  In  January  1961 


. 

Cows 

Other  cattle 

Sheep 

Pigs 

State  farms . 

82 

154 

1  017 

801 

Other  state  enterprises  .  .  . 

5 

41 

122 

61 

Collective  farms . 

181 

350 

2  244 

364 

Collective  farm  members  .  . 

536 

297 

2  609 

891 

Agricultural  associations  .  . 

4 

2 

418 

— 

Private  farmers  “ . 

1432 

1  446 

5  090 

2  183 

Total . 

2  240 

2  290 

11  500 

4  300 

Source ;  Direct  communication  by  the  Rumanian  Government. 

Note. — Of  404  (thousand)  goats:  collective  farms,  2;  collective-farm 
members,  106;  private  farms,  296. 

“  Including  members  of  agricultural  associations. 

It  is  among  the  more  recently  formed  collectives 
that  animal  numbers  are  lowest  —  some  established 
within  the  past  twelve  months  have  as  yet  not  a  single 
cow  —  but  the  credits  for  livestock  purchase 
already  mentioned  should  here  be  of  particular  help. 

Collective  farms  have,  of  course,  had  to  devote  a 
relatively  large  share  of  their  investment  resources  to 
construction  (of  shelters  for  collectively  owned  live¬ 
stock  and  barns)  and  40  per  cent  of  their  capital  stock 
in  1960  was  stated  to  be  in  buildings,  23  per  cent  in 
productive  livestock  and  another  12  per  cent  in 
working  livestock,  and  18  per  cent  in  machinery  and 
vehicles.  The  percentage  shares  of  construction,  live¬ 
stock  and  equipment  in  state  investment  in  agriculture 
during  1956-1959  were  very  different  —  23,  11  and 
40.“^  Of  the  “  indivisible  funds  ”  of  collective  farms 
in  1960  (fixed  assets,  inventories  and  cash  in  hand,  to 


least  collectivized.  However,  the  preliminary  results  of  a  study 
now  being  undertaken  by  the  Rumanian  Statistical  Office  also 
show  higher  yields  in  the  older  than  in  the  newer  collective  farms, 
‘®*C.  Cojocaru,  Probleme  economice.  No.  1,  1961,  p.  55. 

’*•  Yields  of  animals  by  ownership  group  in  1960  were  as 
follows: 

Cows'  milk  (Hires)  Wool  (kg) 

Collective  farms .  1  569  2.1 

Collective  farm  members .  1  045  2.0 

Private  farmers .  993  1.9 


Source  :  Direct  communication  by  the  Rumanian  Government. 

Gogioiu,  op.  cit.,  p.  42. 

“‘Assets  from  ibid.,  p.  43;  and  investment  from  E.  Alexe 
and  V.  Topor  in  Economia  Rominiei  1944-1959,  op.  cit.,  p.  390. 


a  total  of  2,226  million  lei)  1,098  million  lei  had 
originated  from  their  own  revenues,  592  million  from 
assets  brought  in  by  members  and  223  million  from 
state  donations. 

Supplies  to  Agriculture 

One  important  element  in  government  policy  on  the 
allocation  of  resources  from  other  sectors  to  agricul¬ 
ture  during  the  fifties  has  already  been  described  — 
the  priority  accorded,  for  investment  and  other  inputs, 
to  state  and  co-operative  farms  over  private  farms, 
which  was  inspiral  as  much  by  the  wish  to  promote 
institutional  change  as  by  the  belief  that  large-scale 
socialized  farming  could  immediately  exploit  such 
resources  more  efficiently  than  could  peasant 
farming.  A  second  important  element  has  been  the 
phasing  of  the  different  types  of  inputs  making  up  the 
relatively  modest  proportion  of  resources  spared  from 
the  more  highly  ranked  task  of  rapid  industrialization. 
During  the  two  five-year  plans,  the  main  emphasis 
was  on  mechanization ;  and  the  Rumanian  autho¬ 
rities  now  consider  that  a  considerable  slackening  of 
the  rate  of  increase  in  deliveries  of  agricultural  equip¬ 
ment  can  safely  be  envisaged  during  the  Six-year 
Plan.  On  the  other  hand,  fertilizers  were  produced  and 
imported  in  only  small  quantities  during  the  fifties, 
and  a  major  effort  to  raise  fertilizer  application  is  to 
take  place  in  the  Six-year  and  subsequent  plans. 
Melioration  work,  notably  irrigation,  has  been  simi¬ 
larly  phased.  Throughout  the  fifties,  agro-technical 
training  and  the  various  scientific  extension  services 
have  been  developed  to  encourage  change  in  tradition- 
bound  peasant  methods,  and  are  to  be  further  ex¬ 
panded  in  future. 

The  investment  choice  between  agricultural  engi¬ 
neering  and  fertilizers  seems  to  have  been  dictated  by 
the  nature  of  the  assets  required.  Farm  machinery 
could  be  produced  from  installations  which  were 
technically  of  the  same  nature  as  those  producing 
capital  goods  for  the  industrialization  drive  and  which 
could  be  set  up,  if  required,  in  relatively  small  units  — 
the  first  tractor  plant,  as  mentioned,  was  in  a  con¬ 
verted  aircraft  factory.  Nitrogenous  fertilizers  —  the 
type  mainly  required  by  the  Rumanian  soil  —  have  to 
be  produced  from  highly  capital  intensive  plants 
(transforming  domestic  methane  into  ammoniac), 
which  have  to  be  very  large  to  achieve  optimum 
efficiency  of  production. 

Agricultural  engineering  and  fertilizer  production 
each  took  about  1  per  cent  of  industrial  capital  for- 

These  measures  have  included  the  institution  of  a  system,  of 
patronage  of  collective  farms  by  state  farms  and  research  sta¬ 
tions  and  the  creation  of  zonal  research  laboratories  and  agricul¬ 
tural  training  centres  for  farm  chairmen  and  brigade  leaders. 
In  collective  farms  exceeding  500  hectares  the  state  pays  for  the 
services  of  a  resident  agronomist  and  in  farms  with  over  500  head 
of  livestock  for  a  zootechnician. 
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mation  during  1950-1957.  Investment  in  agricultural 
engineering  represented  14  per  cent  of  all  investment 
in  engineering  and  metal-working  during  the  same 
period,  and  that  in  fertilizer  plants  was  18  per  cent 
of  outlays  in  the  chemicals  branch.  However,  invest¬ 
ment  in  artificial  fertilizer  production  started  slowly ; 
outlays  were  only  97  million  lei  in  1950-1955,  but  rose 
to  123  million  in  1956-1957  and  to  703  million  in  1958- 
1960.^^^  The  investment  in  agricultural  engineering 
sufficed  not  only  to  eliminate  imports,  but  to  permit 
exports,  which  have  been  absorbing  an  increasing 
share  of  output  of  agricultural  machinery  : 


Production  (A)  and  deliveries  to  farms  and  MTS  (B) 
of  agricultural  machinery 


1950 

1955 

1959 

I960 

Tractors . 

A 

3  469 

3  500 

11  000 

17  102 

B 

3  466 

2  671 

7  256 

11  556 

Tractor-drawn  ploughs  . 

A 

5  030 

4  005 

9  396 

15  692 

B 

4  230 

4  125 

7  055 

12  990 

Tractor-drawn  cultivators 

A 

680 

— 

4  508 

3  135 

B 

1  007 

674 

4  378 

3  097 

Grain  combines . 

A 

50 

— 

3400 

5  500 

B 

44 

566 

3  343 

5  470 

Sources:  Statistical  Pocketbook  1961,  pp.  87,  126.  See  also  Appendix 
Table  VI. 


twice  the  quantity  of  phosphorous,  and  four  to  five 
times  that  of  potassic  fertilizer.*^  In  the  production 
pattern  of  the  fifties,  however,  phosphates  accounted 
(in  pure  content)  for  all  output  in  1950,  for  60  per 
cent  in  1955  and  for  71  per  cent  in  1960,  nitrogenous 
fertilizers  making  up  the  rest  (with  2  per  cent  of 
potash  in  1960).  A  joint  study  recently  completed  by 
the  Ministries  of  Agriculture  and  of  Oil  and  Chemicals 
has  indicated  the  readjustment  needed  in  supplies,  and 
by  1965  the  nitrogenous  content  should  be  double 
that  of  phosphates. 

Supplies  of  fertilizer  are  still  low  enough  for  the 
likely  return  to  further  investment  (in  the  form  of 
increased  and  more  stable  yields)  to  be  at  least  as  high 
as  in  most  branches  of  industry.  In  1960,  7.4  kilo¬ 
grammes  of  fertilizer  (pure  content)  were  on  average 
applied  to  each  hectare  of  arable  land  (compared  with 
0.07  kilogrammes  in  1950  and  1.1  kilogrammes  in 
1955).  This  is  the  lowest  rate  of  application  in  any 
eastern  European  country,  with  the  probable  excep¬ 
tion  of  Albania.*^®  Achievement  of  the  1965  plan 
target  would  bring  the  rate  of  application  to  about 
50  kilogrammes  per  hectare  —  about  the  current 
Polish  rate. 


The  supply  of  spare  parts  for  farm  machinery  was 
an  acute  problem  about  the  middle  of  the  period, 
when  a  high  proportion  of  the  park  consisted  of 
machines  no  longer  in  current  production.***  More¬ 
over,  requirements  of  spares  could  not  be  gauged  as 
easily  as  for,  say,  road  vehicles,  because  tractors  and 
tractor-drawn  implements  were  practically  new  to 
Rumania  (there  were  4,000  in  1938,  but  there  are 
well  over  ten  times  that  number  now)  and  method  of 
use  and  terrain  are  major  determinants  of  wear.  All 
the  pre-war  stock  and  those  of  the  early  postwar 
series  have  now  been  retired  (save  for  a  few  used  as 
stationary  engines  or  for  transport)  and  two  plants  have 
been  built  for  manufacturing  spares  alone. 

Because  phosphates  production  was  less  capital- 
intensive  than  that  of  nitrogenous  fertilizers  —  sul¬ 
phuric  acid  could  be  cheaply  derived  from  domestic 
pyrites,  supplemented  by  imported  apatite  —  Ruma¬ 
nian  fertilizer  production  under  the  five-year  plans  was 
heavily  concentrated  on  the  former,  even  though  they 
are  not  the  type  most  required  by  the  soil  content  and 
cropping  pattern.  With  the  high  share  of  grain,  and 
especially  of  maize  in  the  sown  area,  nitrogen  defi¬ 
ciency  tends  most  to  depress  yields  ;  and  for  optimum 
application,  supplies  of  nitiogenous  fertilizer  should  be 

**®  Investment  in  farm  machinery  plants  from  V.  Actarian, 
Probleme  economice.  No.  9,  1958,  p.  71 ;  in  fertilizers  from 
direct  communication  by  the  Rumanian  Government. 

***  Cf.  speech  of  Gh.  Gheorghiu-Dej  in  April  1958  in  Cons- 
tanfa  already  cited  (Articole  fi  cuvintdri  1955-1959,  p.  408). 
He  observed  that  the  share  of  obsolete  tractors  was  then  40  per 
cent  of  the  MTS  tractor  stock. 


/ 


Deliveries  by  Agriculture  and  Farm  Price  Trends 

When  the  First  Five-year  Plan  was  introduced,  sup¬ 
plies  from  agriculture  to  industry  and  to  retail  outlets 
were  predominantly  made  by  compulsory  delivery  to 
state  agencies  (see  section  1).  This  system  was  pro¬ 
gressively  attenuated:  in  October  1953  obligatory 
delivery  quotas  were  generally  reduced  and  contrac¬ 
tual  deliveries  to  the  state  (at  much  higher  prices) 
were  introduced  for  meat;  in  January  1954  and  again 
in  January  1955  similar  reforms  —  involving  mainly 
lower  obligatory  delivery  quotas  and/or  improved 
prices  (and  other  advantages)  for  contractual  deliveries 
—  were  introduced  for  other  animal  products,  vege¬ 
tables  and  technical  crops.  These  changes  are  stated 
to  have  ensured  that,  on  average,  procurement  prices 
covered  production  cost,  assuming  that  remuneration 
of  farm  labour  in  the  collective  and  private  farms 
ought  to  be  the  equivalent  of  state-farm  wages  less 
the  value  of  any  income  in  kind.  At  the  end  of  1956 
obligatory  deliveries  were  abolished  for  crops  ***  and 
milk  from  both  co-operative  and  individual  farms, 
and  for  meat  from  co-operative  farms,  co-operative 
farm  members,  and  individual  farms  of  less  than  one 
hectare  (for  the  larger  private  farms  the  obligatory- 
delivery  price  of  meat  was  raised,  but  wool,  which 
remained  the  sole  farm  product  subject  to  compulsory 

*“  Gh.  Gheorghiu-Dej,  Scinteia,  2  July  1961. 

*“  See  the  Survey  for  1960,  Chapter  IV,  Table  14. 

**’  For  details,  see  the  Survey  for  1 956,  Chapter  I,  pp.  22-23. 
The  crops  until  then  compulsorily  procured  were  grain,  pulses, 
oil-seeds  and  potatoes. 
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quotas  from  all  farms,  was  unchanged  in  price).  Wool 
and  meat  were  later  completely  transferred  to  con¬ 
tractual  purchase;  and  by  1958,  this  had  become  the 
major  source  of  state  procurement  from  collective 
farms.  The  share  of  their  produce  sold  on  peasant 
markets  was  still  substantial  in  1958  but  became  quite 
small  by  1960: 


risen  faster  than  either  net  or  gross  output.  Moreover, 
a  comparison  of  the  following  figures  with  those  in 
Table  4  shows  that  in  the  recent  past  state  procure¬ 
ments  have  risen  even  in  years  when  output  fell,  thus 
lessening  the  fluctuations  of  supplies  and  prices  to  the 
non-farm  consumer. 


Marketings  of  collective  farms  (all  produce  in  current  prices) 
Percentages 


Contractual  deliveries  and  state 

1953 

1955 

1958 

I960 

purchases . 

34.6 

40.9 

58.8 

68.1 

Payments  in  kind  to  MTS  .  .  . 

17.9 

24.1 

9.3 

13.2 

Obligatory  deliveries . 

21.3 

19.6 

— 

— 

Sales  on  peasant  markets  .... 

26.2 

15.4 

25.9 

12.8 

Milling,  threshing  charges  .  .  . 

a 

a 

2.8 

2.2 

Supply  of  farm  produce  to  state  agencies 
Index  numbers  1950  =  100 


1951  .... 

.  .  .  .  116 

1956  .... 

....  162 

1952  .... 

.  .  .  .  131 

1957  .... 

....  178 

1953  .... 

.  .  .  .  120 

1958  .... 

....  196 

1954  .... 

.  .  .  .  133 

1959  .... 

....  221 

1955  .... 

....  163 

1960  .... 

....  244 

Sources:  1951-1959:  M.  Levente,  Revisia  de  statisticd.  Nos.  5-6,  1960, 
p.  22;  1960  from  direct  communication  by  the  Rumanian  Government. 


Sources:  1953-1955:  Gh.  Dragomir,  N.  Sabin  in  Economla  Romtniel 
1944-1959,  op.  cit.,  p.  439;  1958-1960:  direct  communication  by  the  Rumanian 
Government. 

Probably  included  as  payment  in  kind. 


Since  1953  deliveries  to  state  agencies  by  the  whole 
farm  sector  (including  deliveries  by  state  farms  and 
payment  in  kind  for  MTS  services,  taxes,  etc.)  have 


From  1954  to  1958  the  ratio  of  farm  prices  to 
industrial  prices  rose  by  26j/2  cent.“**  The  effects 
of  rising  output  and  prices  on  farm  incomes  are  re¬ 
viewed  in  the  following  section. 


See  the  Survey  for  1960,  Chapter  IV,  Table  22. 


6.  Personal  Consumption 


The  Rise  in  Real  Incomes 

As  was  noted  in  secj'on  2,  the  doubling  of  national 
income  per  capita  from  1950  to  1960  was  apparently 
accompanied  by  a  gradual  diminution  of  the  initial 
high  share  absorbed  by  domestic  accumulation.  This 
suggests  that,  unless  the  contribution  to  (or  deduction 
from)  domestic  product  of  the  external  trade  balance 
changed  drastically  during  the  period,  consumption 
per  capita  must  at  least  have  doubled.  However,  the 
indications  of  the  composition  of  national  expenditure 
so  far  published  are  insufficiently  detailed  and  too 
vaguely  defined  to  be  regarded  as  satisfactory  evid¬ 
ence. 

The  index  numbers  of  real  wages  and  peasants’ 
real  incomes  both  show  a  rise  of  about  85  per  cent 
from  1950  to  1960  : 


Index  numbers  1950  —  100 


Money  wages 

Real  wages 

_  Real  incomes 

Socialist  sector  “ 

of  peasants 

1952  . 

107 

1954  . 

139 

1955  . 

146 

125 

170 

1956  . 

162 

134 

142 

1957  . 

183 

151 

187 

1958  . 

203 

157 

157 

1959  . 

214 

167 

184 

1960  . 

233 

185 

ca.  185  *  * 

Sources:  For  wages: 

Anuarui  statistic 

1961,  pp.  94, 

107.  For  peasant 

incomes:  M.  Levente  in  Revista  de  stalislicd.  Nos.  5-6,  1960,  p.  24;  and  (for 
1955,  1957  and  1959)  direct  communication  from  the  Rumanian  Government. 
“  Employment  in  the  socialist  sector  (excluding  collective  farms)  increased 
from  2.12  million  in  1950  to  3.06  million  in  1959  and  3.24  million  in  1960. 
^  Net  agricultural  output  was  unchanged  from  1959  to  1960. 


The  real-wage  index  covers  those  employed  in  the 
socialist  sector,  other  than  collective  farm  members, 
or  about  one-quarter  of  the  active  population  in  1950 
and  one-third  in  1960.  It  rose  only  moderately  from 
1950  to  1955,  but  more  rapidly  thereafter.  The  index 
of  real  incomes  of  co-operative  and  individual  farmers 
would  show  a  smaller  rise  over  the  average  of  the 
bad  and  good  crop  years  1950  and  1951;  and  such  a 
change  of  base  might  reduce  each  of  the  figures  shown 
above  by  some  15  per  cent.  Farmers’  income  in  kind 
has  contributed  a  declining  share  of  the  total  during 
the  fifties,  their  gross  cash  receipts  being  174  per  cent 
above  the  1950  level  by  1958  and  still  higher  in  1959- 
1960 ;  but  the  method  of  valuing  income  in  kind 
for  the  purpose  of  the  real  income  index  is  unclear. 

It  is  impossible  to  compare  the  index  numbers  of 
real  incomes  at  all  precisely  with  changes  in  quantities 
of  the  various  basic  consumers’  goods  supplied,  since 
detailed  foreign  trade  statistics  are  not  available  for 
the  earlier  years  of  the  decade.  However,  the  data  on 
agricultural  output  in  Table  4  show  that  average  an¬ 
nual  net  output  was  only  12  per  cent  above  that  of 
1950-1951  (or  equal  to  that  of  1934-1938)  over  the  sub¬ 
sequent  years  up  to  the  end  of  1956,  and  only  40  per 
cent  higher  (25  per  cent  higher  per  head  of  the  popula- 

See  the  Survey  for  1960,  Chapter  IV,  Table  27.  In  collec¬ 
tive  farms  the  share  of  cash  in  the  total  labour-day  remuneration 
increased  from  16.5  per  cent  in  1955  to  34.0  per  cent  in  1959, 
remuneration  in  kind  being  valued  at  prices  of  state  purchases 
(M.  Popescu  in  Probleme  ale  dezvoltarii  fi  consoliddrii  agricul- 
turuii  socialiste,  1960,  p.  238). 
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tion)  in  1959-1960.  But,  in  interpreting  the  change 
from  before  the  war,  it  has  to  be  remembered  that  ex¬ 
ports  of  farm  produce  took  a  much  lower  share  of  out¬ 
put  during  1950-1960  than  in  the  inter-war  years.  As 
already  mentionned  in  section  5,  per  capita  meat  out¬ 
put  barely  kept  pace  with  the  rise  of  population  during 
the  decade  and  production  in  1960  was  only  7  ^  per 
cent  greater  than  in  1938.  Milk  output  per  capita  was 
35  per  cent  above  the  1951  level  in  1960.  Among 
other  staple  items,  output  of  cotton  and  woollen 
fabrics  together  rose  by  63  per  cent  from  1950  to 
1960  or  by  about  46  per  cent  per  capita.  Output  of 
leather  footwear  was  doubled  from  1950  to  1960,  but 
the  total  of  home  production  in  1960  and  of  imports 
in  1959  represented  a  supply  of  barely  one  pair  per 
capita.  As  can  be  seen  from  the  data  in  Tables  13  and 
14,  production  of  the  newer  durable  goods  had  hardly 
started  by  1955  but  rose  fast  thereafter.  However, 
output  of  bicycles,  radios,  refrigerators  and  electric 
washing  machines  per  1,000  population  in  1960  was 
still  only  13,  9,  0.6  and  2  units  respectively.  National 
production  of  consumers’  durables  was  supplemented 
by  some  imports  (S2.6  million  from  the  Soviet  Union 
in  1955,  $5.3  million  in  1959  and  S3. 2  million  in  1960) 
and  imports  of  motorcycles  from  all  sources  rose  from 
9,320  in  1958  to  39,231  in  1960  for  a  population  of 
18.4  millions. 

Output  increments  to  match  the  rise  in  consumers’ 
real  incomes  are  rather  to  be  found  in  the  building 
materials  and  furniture  industries  and  in  some  services. 
Private  housebuilding  was  almost  tripled  from  1951  to 
1958  and  furniture  output  in  the  latter  year  was  six 
times  the  1951  volume;  cinema  attendance  tripled 
during  the  decade  and  circulation  of  periodicals 
doubled. 

Of  course,  the  rise  in  consumption  both  of  food  and 
of  such  industrial  goods  as  textiles,  in  terms  of  quan¬ 
tities  of  the  basic  products,  has  been  supplemented 
by  a  considerable  additional  benefit  to  the  consumer 
in  the  form  of  that  part  of  the  processing  now 
performed  by  bakeries,  clothing  factories,  etc.,  which 
has  replaced  work  previously  done  in  the  home.  This, 
and  the  increasing  monetization  of  the  rural  economy, 
largely  account  for  the  much  faster  rise  in  retail 
trade  than  in  either  production  of  basic  consumers’ 
goods  or  the  index  numbers  of  consumers’  real 
incomes  (see  Tables  22  and  23).  If  sales  on  peasant 
markets  are  included,  total  retail  sales  rose  in  value 
by  159  per  cent  from  1950  to  1958,  and  were  probably 
tripled  by  1960.  In  the  socialist  sector  the  faster  rise  in 
value  —  by  237  per  cent  up  to  1960  —  represents  a 
190  per  cent  increase  in  volume.  Retail  prices  were 
raised  when  rationing  was  abolished  in  1954  and  rose 
further  up  to  1958  ;  but  since  then  the  trend  has  been 
downwards  and  new  reductions  in  prices  of  some 
manufactures  and  in  electricity  tariffs  have  been  made 


Table  22 

Value  and  volume  of  retail  trade,  1953  to  1960 


Index  numbers,  1950  =  100 


1953 

1955 

1958 

1959 

1960 

Value  of  turnover 
at  current  prices 

Total  (including  peasant 

markets) . 

State,  co-operative  and 

211 

259 

private  shops  (excluding 
peasant  markets)  .  .  . 

141 

206 

253 

261 

299 

State  and  co-operative 

shops  . 

155 

226 

282 

294 

337 

Price  index . 

97 

113 

121 

119 

116 

Volume  of  turnover 

State  and  co-operative 

shops  . 

160 

200 

234 

247 

290 

Urban  . 

161 

195 

229 

242 

288 

Rural . 

159 

217 

249 

260 

294 

Food . 

152 

203 

239 

244 

267 

Public  catering  .... 

292 

323 

316 

316 

393 

Non-food . 

149 

184 

222 

240 

290 

of  which : 

Textiles,  footwear 
Metal,  chemical 

172 

196 

207 

230 

267 

and  electro-tech¬ 
nical  goods  .  . 

114 

161 

213 

227 

318 

Tobacco  .  .  . 

135 

158 

182 

177 

187 

Building  materials 

64 

126 

199 

218 

259 

Furniture  .  .  . 

242 

757 

1  227 

1  463 

2  018 

Pharmaceuticals  . 

217 

325 

554 

589 

713 

Sources :  Anuarul  statistic  I960,  pp.  321  and  331;  Anuarul  statistic  1961, 
p.  306;  and  Statisticai  Pocketbook  1961,  pp.  182-183. 


in  1961.  The  most  remarkable  feature  of  the  data 
shown  in  Table  22  is  the  quadrupling  of  catering 
turnover,  which  would  be  even  higher  if  sales  in 
factory  canteens  and  holiday  rest  homes  were 
included. 

Income  Differentials 

The  increases  in  real  incomes  of  wage-earners  and 
peasants  discussed  above  suggest  that  the  very  large 
gap  between  agricultural  and  non-agricultural  incomes 
existing  in  the  early  fifties  (when  net  agricultural 
output  was  no  greater  than  before  the  war  and  the 
number  occupied  in  farming  considerably  higher)  can 
hardly  yet  have  been  narrowed.  However,  as  is 
mentioned  below,  housebuilding  in  rural  areas  (largely 
by  the  peasants’  own  labour)  has  been  greater  in 
proportion  to  the  population  than  in  the  towns. 

In  1960,  per  capita  retail  sales  of  non-food  goods 
in  urban  areas  were  5%  times  those  in  rural  areas 
(see  Table  22) ;  but  from  family  budget  data  it  appears 
that  approximately  35-40  per  cent  of  peasant  purchases 
of  industrial  goods  are  made  in  towns,^®°  so  that  per 
capita  supplies  of  such  goods  through  retail  trade  are 
in  fact  some  2.2  times  higher  in  urban  than  in  rural 

A  Sobaru,  I.  lonescu  in  Economia  Rominiei  1944-1959, 
op.  cit.,  p.  519. 
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I  Table  23 

I  Retail  sales,  1950  to  1960 


Millions  of  lei  at  current  prices 


1950 

1955 

1956 

1957 

1958 

1959 

I960 

Urban  network  . 

9  337 

20  788 

22  792 

26  151 

25  876 

26  955 

31  088 

of  which  ;  Food  . 

3  389 

8  583 

9  230 

10  147 

10  332 

10  583 

11  112 

Public  catering  . 

616 

2  659 

2  714 

3  134 

3  025 

2  823 

3  346 

Non-food . 

5  331 

9  546 

10  848 

12  870 

12  519 

13  549 

16  360 

Rural  network . 

2  963 

6  977 

7  762 

8  650 

8  822 

9  162 

10  389 

of  which  :  Food . 

446 

1428 

1  787 

2  035 

2  161 

2  458 

3  026 

Public  catering  . 

326 

916 

922 

1  061 

1  046 

928 

1  001 

Non-food . 

2  191 

4  633 

5  053 

5  554 

5  615 

5  776 

6  362 

Total  socialist  trade . 

12  300 

27  765 

30  554 

34  801 

34  698 

36117 

41  477 

Peasant  and  collective  farm  markets  .  .  . 

2  300 

5  600 

7  000 

7  000 

6800 

Private  retail  trade . 

1  600 

800 

900 

600 

400 

100 

30 

Total  retail  trade . 

16  200 

34150 

38  450 

42  400 

41  900 

Sources  :  As  for  Table  22,  and  Buletin  statistic  trimestrial  No.  1-2,  1961,  pp.  72-73;  A.  Sobani,  I.  lonescu  in:  Economia  Romtniei  1944-59,  op.  cit.  pp.  S16,  S19; 
A.  Sobani  in:  Dezvoltarea  economiei  R.P.R.  1948-1957,  p.  347;  and  direct  communication  from  the  Rumanian  Government. 


areas.  During  the  fifties,  rural  turnover  per  capita 
rose  2.7  times  —  partly  as  a  result  of  the  substitution 
of  shop  goods  for  home  produce  —  whereas  urban 
and  farm  market  sales  rose  2.1  times.“* 

Among  wage-earners,  two  opposing  trends  affecting 
income  differentials  have  been  in  operation  during  the 
decade.  The  need  to  attract  labour  into  the  priority 
industries  and  to  encourage  both  relocation  and 
training  led  initially  at  least  to  some  widening  of  the 
wage  range.  In  the  middle  of  the  decade,  as  elsewhere 
in  eastern  Europe  and  in  the  Soviet  Union,  a  policy  of 
improving  the  position  of  the  lowest  earners  was 
initiated.  Wage  increases,  especially  in  the  reforms  of 
1959  and  1960,  were  notably  greater  in  the  low-income 
brackets,^®*  and  the  reductions  in  direct  taxation  have 
also  tended  to  reduce  money-income  differentials  : 


Income  tax  as  a  percentage  of  wage 


Wage  in  lei  per  month 

1951 

1955 

1959  <* 

200  . 

3.12 

— 

— 

300  . 

4.75 

4.00 

— 

500  . 

7.65 

5.60 

— 

700  . 

10.32 

7.42 

2.85 

900  . 

12.80 

8.88 

6.11 

1 000  . 

13.82 

9.50 

7.50 

1  200  . 

15.35 

10.58 

9.00 

1  500  . 

16.88 

11.66 

11.13 

2  000  . 

20.16 

12.75 

12.75 

Source  :  R.  Minescu  in  Economia  Romlniei  1944-1959, 
op.  cit.,  p.  539. 

®  After  the  reform  of  July  1959. 

Assuming  that  countrymen  bought  the  same  proportion 
in  towns  in  1950  as  in  1960.  One-fifth  of  the  private  trade  and 
more  of  the  farm-market  trade  is  estimated  to  have  taken  place 
in  rural  areas.  The  rural  population  trend  is  inte^olated  from 
the  1948  and  1956  census  results,  to  give  12.15  million  in  1950. 

With  the  above  assumptions  on  private  trade  and  popula¬ 
tion  and  an  estimate  of  farm-market  sales  at  8  billion  lei  in 
1960.  All  figures  are  at  current  prices. 

See  the  Bulletin,  Vol.  11,  No.  3,  pp.  48-49.  A  salary  increase 
specified  as  supplementing  this  reform  took  place  in  the  second 
half  of  1961  {Coleclia  de  Hortdrtri,  7  August  1961). 


Disparities  between  personal  incomes  in  agriculture 
exist,  but  few  statistics  are  yet  available."*  These 
differences  probably  largely  reflect  varying  climatic 
conditions,  scope  for  diversification  and  proximity 
to  markets,  though  differences  in  past  rates  of  invest¬ 
ment  may  also  have  some  influence.  Among  collective 
farms,  as  already  noted,  the  older  units  tend  to  show 
higher  dividends ;  "*  but  published  data  on  labour 
day  payments  are  largely  irrelevant  (the  average  in 
1960,  for  the  4,876  farms,  was  19  lei  in  money  and 
in  kind,  but  in  293  collective  farms  it  was  30  lei 
since  the  labour  day  unit  is  a  conventional  one  defined 
by  each  farm  independently  and  the  numbers  of  labour 
days  worked  per  man  vary  both  between  farms  and 
from  year  to  year. 

Social  Capital 

No  data  are  available  on  the  housing  stock ;  but 
losses  during  the  war  and  very  little  construction  in 
the  immediate  postwar  years  created  a  serious 
shortage  at  the  beginning  of  the  fifties.  As  already 
mentioned  in  section  2,  the  annual  volume  of  house¬ 
building  was  very  small  under  the  First  Five-year 
Plan,  but  private  construction  and  state  building  were 
notably  expanded  subsequently.  In  the  decade,  almost 
700,000  houses  were  built  (500,000  of  them  since 


“*  N.  Belli  (in  Dezvoltarea  economiei  RPR  1948-1957,  op.  cit., 
p.  233),  reports  daily  calorie  consumption  from  family-budget 
studies  in  1955  and  1956  showing  all  farmers  consuming  2,760  but 
members  of  collective  farms  consuming  3,000,  with  a  higher  pro¬ 
portion  of  products  of  animal  origin.  As  already  mentioned  this 
sort  of  comparison  when  collectivization  was  far  from  complete 
can  be  affected  by  regional  variations. 

Cf.  S.  Hartia,  M.  Dulea,  Constanta,  prima  regiune  collec- 
tivizatd,  1960,  and  footnote  137. 

Gh.  Gheorghiu-Dej,  Scinteia,  2  July  1961. 
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1956)  by  peasants/®^  of  whom  there  were  3.7  million 
households  in  1960 ;  and  the  socialist-sector  con¬ 
struction  of  146,800  dwellings  —  nearly  all  flats  — 
can  broadly  be  compared  with  an  urban  population 
of  just  under  6  million. 

Investment  in  other  forms  of  social  capital  (except 
for  investment  in  health  and  education  services  which 
was  discussed  in  section  3)  is  also  fairly  clearly 
consumption  oriented ;  and  such  outlays  have  been 
substantial,  this  form  of  communal  consumption  being 
favoured  in  principle  as  promoting  the  consumption 
pattern  envisaged  for  a  communist  society. 

There  was  a  fairly  extensive  village  institute  move¬ 
ment  before  the  war  —  3,500  club  houses  and  reading 
rooms  in  1938,  and  nearly  5,000  in  1948  —  which  has 
been  rapidly  expanded.  By  the  end  of  1960  their 
number  exceedai  12,000 ;  and  a  network  of  the 
district  community  centres  (184  in  1960)  has  also 
been  created,  since  1952,  with  what  is  described  as 
“  multilateral  cultural  activity  ”  intended  to  foster 
the  work  of  the  village  clubs  in  their  areas.  About 
half  of  all  collective  farms  have  moreover  set  up  their 
own  clubs.  Rural  electrification,  the  radio,  and  a  deli¬ 
berate  extension  of  community  activities  formerly 
confined  to  the  towns, have  thus  done  much  to 
change  village  life. 

In  the  urban  areas,  a  network  of  working  men’s 
clubs  and  trade-union  institutes  was  set  up  and  their 
number  rapidly  reached  a  peak  of  7,033  in  1952. 
Subsequently,  club  managements  have  pursued  a 
policy  of  merger  to  improve  facilities  —  though 
distance  from  work-place  or  home  is  a  factor  in  any 
leisure-time  activity  —  and  by  the  end  of  1960  this 
number  had  been  nearly  halved.  Amalgamation  has 
similarly  reduced  the  number  of  public  libraries  from 
19,670  in  1955  to  14,406  in  1960,  but  their  aggregate 
holdings  of  books,  pamphlets,  newspapers  and  perio¬ 
dical  series  have  expanded  from  12  million  in  1950 
and  27  million  in  1955  to  32  million  in  1960.  The 
number  of  cinemas  has  risen  from  338  in  1938  to 
3,351  in  1960,  audiences  have  quadrupled,  and  the 
network  has  become  accessible  in  the  country  districts: 
2,478  permanent  cinemas  are  in  the  village  institutes 
just  mentioned,  and  there  are  113  mobile  projection 
units.  There  were  16  theatres  and  two  opera  houses  in 
the  country  on  the  eve  of  the  war,  but  by  the  end  of 
1960  there  were  52  theatres  and  five  opera  houses. 
The  number  of  radio  licences  has  risen  from  the  pre- 

Speech  of  Gh.  Gheorghiu-Dej  of  8  May  1961. 

This  includes  co-operative  building,  for  which  interest- 
free  loans  are  available,  superseding  state  credits  for  individual 
houses. 

Anuarul  statistic  1961,  p.  362.  See  also  I.  Cozma,  Agricul¬ 
ture  RPR  pe  drumul  socialismului,  1959,  on  other  rural  services. 

““  Of  organizations  such  as  the  Rumanian  Workers’  Party, 
sports  clubs  and  study  circles. 


Table  24 


Length  of  roads 

Thousands  of  kilometres 


1916“ 

1945 

1956 

1959 

I960 

Communal  roads  .... 

16.2 

39.9 

38.0 

38.0 

38.0 

District  roads . 

19.4) 

25.6 

18.8 

18.7 

18.8 

Regional  roads . 

4.9/ 

9.6 

8.9 

8.8 

National  roads . 

5.1 

13.16 

9.7 

10.5 

10.6 

All  roads . 

of  which  :  Concreted  or 

45.6 

78.7 

76.1 

76.1 

76.2 

asphalted  .  . 

e 

1.8 

3.6 

5.1 

5.9 

Sources  :  Euciclopedia  Romtniei,  1943,  Vol.  IV,  p.  43;  InstitutuI  central  de 
statistica,  Communicari  slatisilce.  No.  17,  p.  7;  Anuarul  statistic  I960,  p.  300; 
Statistical  Pocketbook  1961,  p.  171;  and  for  i960,  direct  communication  by 
the  Rumanian  Government. 

“  Inter-war  territory. 

^  12.0  in  1938,  6.8  in  19S0  after  a  large  transfer  to  regional  responsibility  for 
upkeep. 

^  29.8  were  to  civil  engineering  standards,  4.0  were  embanked  and  11.8  were 
soil  roads. 

f 

war  250,000  to  1.3  million,  and  in  addition,  750,000 
households  have  relay  receivers ;  television  services 
started  in  1957,  and  there  are  now  six  transmitters  and 
55,000  sets. 

The  main  effort  in  road-building  has  been  to 
improve  major  highways  (see  Table  24)  but  much 
remains  to  be  done.  Inter-urban  bus  services  carried 
72  million  passengers  in  1960  against  11  million  in 
1950.  Passenger  traffic  on  municipal  transport  rose 
from  775  millions  to  1.4  billion;  but  whereas  the 
number  of  passengers  annually  carried  per  vehicle  has 
risen  (with  the  use  of  larger-capacity  buses)  on  inter- 
urban  routes  from  2,000  in  1955  to  3,700  in  1960, 
overcrowding  on  the  municipal  services  has  been  cut 
by  a  reduction  from  ‘’0,  00  per  vehicle  in  1950  to 
37,000  in  1960  (including  trams  and  trolleybuses). ‘®- 
The  reduction  in  the  length  of  rural  roads  after  1945 
is  attributable  to  the  elimination  of  detours  when  the 
large  estates  were  split  up,  but  virtually  none  of  these 
roads  has  yet  been  hard-surfaced  and  soil  roads  are 
usual  in  the  plains.  This  is  of  small  account  while 
village  traffic  is  horse-drawn,'*®  but  it  will  present 
problems  when  farm  transport  is  mechanized. 


The  main  railway  construction  since  the  war  was  the  com¬ 
pletion  of  the  Bumbesti-Livezeni  line  which  shortened  the  haul 
for  Jiu  Valley  coal  to  southern  Rumania  by  110  km.  The  1938 
network  of  9,990  km  was  extended  to  a  peak  of  10,998  km  in 
1959,  but  closures  of  industrial  spurs  in  the  areas  of  better 
roads  (Bra$ov,  Hunedoara  and  Bucharest)  reduced  this  in  1960 
{Anuarul  statistic  1961,  pp.  281-283). 

'**2,381  buses  were  licensed  in  1938  {Enciclopedia  Romtniei, 
op,  cit.,  p.  48),  and  the  park  of  public  transport  enterprises  at  the 
end  of  1960  was  3,524  {Anuarul  statistic  1961,  pp.  292,  400). 
Buses  owned  by  enterprises  for  their  employees  and  by  the 
National  Tourist  Office  would  increase  the  current  figures,  but 
data  are  not  available. 

'**  There  were  less  than  3,000  lorries  on  farms  and  MTS  at 
the  end  of  1960;  private-car  ownership  is  negligible,  but  motor¬ 
cycles  are  common,  and  these  can  manage  the  existing  roads. 


V- 
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7.  External  Trade 


The  Low  Trade  Dependence 

Published  statistics  of  Rumanian  foreign  trade  are 
very  limited.  Values  in  current  prices  for  1958  to  1960 
are  available  for  the  main  countries  and  separately 
for  the  main  commodities,  and  the  totals  are  linked 
by  index  numbers  to  1955  and  1950.  The  reparations 
exports  which  Rumania  had  to  assume  as  the  after- 
math  of  its  war-time  alliance  with  nazi  Germany  did 
not  enter  the  official  trade  statistics  for  1950,  which 
imply  a  very  low  dependence  on  external  trade  at 
that  time.^®* 

There  seems  to  be  some  justification  for  taking 
current  values  as  indicative  of  subsequent  changes  in 
trade  volumes,  on  which  no  information  has  been 
published.  Over  the  decade  unit-values  in  world 
trade  have  declined  for  primary  commodities,  which 
Rumania  mainly  exported  in  1950,  but  increased 
for  manufactures,  which  were  then  significant  in 
Rumanian  imports  and  have  since  substantially 
increased  their  share  in  exports.  Intra-eastern  Euro¬ 
pean  trade  is  conducted  at  world  market  prices 
adjusted  so  far  as  possible  for  short-term  fluctuations : 
the  prices  applied  in  1950  in  this  sphere  of  trade  were 
hence  somewhat  below  world  levels,  at  that  time 
affected  by  the  Korean-war  boom.  The  conclusion 
may  perhaps  therefore  be  drawn  from  the  figures 
below  that,  in  contrast  with  developments  in  the  other 
countries  of  eastern  Europe,  foreign  trade  has 
represented  an  unchanged  share  of  national  income  in 
Rumania  during  the  fifties,  but  that  a  remarkable 
expansion  took  place  in  1960. 

Index  numbers  1950  =  100 

1955  1959  1960 


National  income  at  1950  prices .  192  242  268 

Exports  at  current  prices .  199  246  338 

Imports  at  current  prices .  190  206  266 


Source  :  Anuarul  statistic  1961,  pp.  93,  315. 

However,  even  the  1960  increase  leaves  Rumania 
with  a  particularly  low  level  of  external  trade.  Bul¬ 
garia,  for  instance,  with  a  population  only  42  per  cent 

***  See  the  Survey  for  1957,  Chapter  VI,  p.  21 .  Its  computation 
of  the  value  of  foreign  trade  per  head  in  Rumania  has  been  slightly 
altered  by  the  subsequent  publication  of  official  data.  Secretariat 
estimates  for  imports  (S245  million)  and  exports  ($207  million) 
in  1950  {ibid..  Appendix  Tables  XXXV-XXXVI)  were  close  to 
the  new  official  data,  $244  million  and  $212  million  respectively. 
But  estimates  for  1955  were  $384  million  and  $391  million, 
against  the  recently  published  series  of  values  and  index  numbers, 
which  yield  $464  million  and  $422  million.  If  the  1955  correc¬ 
tion  applies  also  to  1956,  for  which  no  official  figures  are  avail¬ 
able,  the  per  capita  turnover  shown  in  the  Survey  should  be 
revised  to  $24  for  imports  (estimated  $20)  and  $25  for  exports 
(estimated  $23),  putting  Rumanian  trade  per  capita  a  little 
above,  rather  than  below,  that  of  Albania. 


of  that  of  Rumania  in  1959,  had  a  15  per  cent  larger 
import  trade  while  exports  were  only  1 1  per  cent  less 
than  those  of  Rumania.  That  industrialization  has  been 
able  to  continue  rapidly  with  such  relatively  small 
support  from  foreign  trade  is  partly  due  to  Rumania’s 
diversified  mineral  resources. 

A  sudden  rise  in  Rumania’s  trade  with  western 
countries  contributed  to  the  rise  in  the  total  —  pro¬ 
portionately  larger  than  in  any  other  eastern 
European  country  —  from  1959  to  1960.‘*®  Western 
European  countries  purchased  more  of  the  traditional 
Rumanian  exports  (maize,  meat,  and  timber)  but  — 
a  reflection  of  Rumanian  industrialization  —  also  took 
chemicals  in  substantial  quantities,  and  even  some 
steel.  The  same  trends  have  continued  into  1961  : 
turnover  with  western  trade  partners  in  the  first  quar¬ 
ter  was  70  per  cent  above  that  of  the  corresponding 
period  of  1960  and  Rumania’s  trade  with  them  is  now 
comparable  with  that  of  eastern  Germany  (excluding 
intra-German  exchanges)  or  Hungary.  Trade  with 
the  less  developed  regions  of  the  rest  of  the  world 
(only  1.8  per  cent  in  1955)  has  also  shown  a  remark¬ 
able  rise,  and  it  is  with  these  partners  that  markets 
for  Rumania’s  expanding  capacity  for  engineering 
exports  may  well  be  found  most  readily  in  future.  In 
1960,  for  example,  Rumania  sold  oil  refinery  instal¬ 
lations  to  India,  oil  drilling  equipment  to  Argentina 
and  tractors  to  Brazil.  Chemicals  and  plastics,  the 
other  highly  dynamic  production  branches,  are  finding 
markets  in  western  Europe,  and  are  expected  to 
continue  to  do  so.  Trade  with  the  centrally  planned 
economies  (imports  plus  exports)  of  S813  million 
in  1959  and  $970  million  in  1960  was  well  above 
the  levels  of  the  early  fifties  —  $425  million  in 
1950  and  $709  million  in  1955  —  and  remains  the 
overwhelmingly  greater  part  of  the  total,  the  Soviet 
Union  being  Rumania’s  largest  single  trading  partner : 


Percentage  distribution  of  trade 

1959  1960 _ 

Exports  Imports  Exports  Imports 


Soviet  Union . 

47.9 

46.8 

39.2 

41.1 

Eastern  Europe . 

23.6 

11. \ 

26.6 

26.9 

Other  centrally  planned 

economies . 

7.1 

6.4 

4.0 

4.4 

Western  Europe . 

16.4 

15.1 

22.1 

22.8 

Rest . 

5.0 

4.6 

8.1 

4.8 

of  which : 

Less  developed  regions  . 

4.8 

4.2 

7.9 

3.6 

Source  :  Statistical  Pocketbook  1961,  pp.  189-192. 


The  $32  million  import  surplus  indicated  by  the 
official  data  for  1950  is  not  very  meaningful,  as  it 
was  undoubtedly  exceeded  by  reparations  deliveries. 


“*  See  the  Bulletin,  Vol.  13,  No.  1,  pp.  25,  41  and  42. 
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but  the  corresponding  figure  of  $42  million  for  1955 
indicated  a  genuine  balance  of  payments  deficit,  and 
an  addition  to  domestically  disposable  resources, 
which  persisted  for  several  years,  and  was  financed 
largely  by  credits  received  from  the  Soviet  Union  of 
$50  million  (of  which  $24  million  in  convertible  cur¬ 
rencies)  in  1954  and  $67.5  million  in  1956.“*  The 
export  surpluses  of  1959  and  1960  shown  below  have 
been  required  to  finance  repayments  of  such  credits 
and  liquidation  of  foreign  claims  for  compensation 
for  loss  of  assets,  which  currently  absorb  some  6-8  per 
cent  of  export  proceeds,  and  to  cover  the  increased 
volume  of  transit  charges  (between  1958  and  1960 
turnover  with  neighbouring  countries  rose  by  $111 
milli'>n  but  with  all  others  by  $304  million). 

Balance  of  trade 

Millions  of  dollars  in  current  prices 

Exports  Imports  Balance 


1950  .  212  244  -32 

1955  .  422  464  -42 

1958  .  468  482  -14 

1959  .  522  502  +20 

1960  .  717  648  +  69 


Participation  in  a  number  of  joint  projects  involving 
the  import  of  Czechoslovak,  eastern  German  and 
Polish  capital  equipment  for  the  construction  of 
specific  plants,  part  of  the  output  of  which  is  used 
to  pay  for  the  equipment,  currently  provides  Rumania 
with  some  short-term  credit. 

Trade  with  the  Soviet  Union 

Trade  with  the  Soviet  Union  accounted  for  50  per 
cent  of  Rumanian  turnover  during  1951-1955  and  for 
slightly  less  during  the  second  half  of  the  fifties,  and 
by  1960  the  share  was  about  40  per  cent.  The  Soviet 
Union  is  the  major  supplier  of  raw  materials  for 
Rumanian  industry,  and  a  major  market  for  both 
traditional  exports  and  more  highly  processed  manu¬ 
factures.^*^ 


***  Vneshnyaya  torgovlya  s  sotsialisticheskimi  stranami,  Mos¬ 
cow,  1958;  there  was  an  earlier  loan  of  $10  million  from  the 
Soviet  Union  in  1947  (G.  RSdulescu,  I.  Bur$tein  in  Economia 
Rominiei  1944-1959,  op.  cit.,  p.  572). 

See  the  data  for  1958  to  1960  in  Appendix  Tables  VI  and 
VII.  In  earlier  years,  the  percentage  share  of  the  Soviet  Union 
in  trade  in  some  important  products  was  as  follows: 


1951 

1953 

1956 

Rumanian  imports  of: 

Iron  ore . . 

.  .  91 

94 

89 

Coke . 

.  .  47 

58 

61 

Rolled  steel  (excluding  tubes)  ... 

.  .  65 

59 

71 

Copper . 

.  .  88 

98 

81 

Cotton . 

.  .  91 

87 

67 

Rumanian  exports  of : 

Oil  products . 

.  .  .  80 

84 

63 

Food  products . 

.  .  .  24 

17 

25 

Machinery  and  equipment  .... 

.  .  .  89 

58 

37 

Sources:  For  imports,  M.  Minescu,  M.  Novae,  Probleme  economice. 
No.  8,  1959,  p.  134;  for  exporu,  Gh.  Marin,  Ibid.,  No.  10,  1957,  p.  122. 


The  trade  agreement  for  1961-1965  ^*®  provides  for 
a  38  per  cent  increase  over  the  previous  quinquennium 
in  trade  turnover  with  the  Soviet  Union,  which  is, 
however,  expected  to  be  enlarged  still  further  under 
the  annual  protocols.  The  import  bills  of  both  partners 
are  to  undergo  considerable  change.  Rumanian 
imports  of  machinery  are  expected  to  total  $500  mil¬ 
lion  during  the  quinquennium,  as  against  $208  mil¬ 
lion  during  the  five  years  1956-1960.  The  share  of 
raw  materials  will  also  considerably  increase,  as 
imports  of  coke  are  expected  to  aggregate  2.8  million 
tons  (as  against  2.1  million  in  1956-1960),  iron  ore 
7.1  million  tons  (against  3.4  million)  and  rolled  steel 
2.8  million  tons  (against  2.0  million),  while  imf>orts  of 
cotton  will  be  stable  (150,000  tons  as  against  153,100 
tons  during  1956-1960).  In  Rumanian  exports,  the 
share  of  oil  products  will  considerably  decline  —  as 
Soviet  requirements  are  more  than  covered  by  home 
production  —  and  9.5  million  tons  has  been  set  as  the 
1961-1965  export  quota,  against  14.6  million  tons 
delivered  in  1956-1960.  The  share  of  machinery  will 
rise  considerably ;  exports  of  cement  will  decrease 
(from  3.1  million  tons  to  2.7  million  tons),  but  those 
of  furniture  will  greatly  expand  (from  $30  million  to 
$117  million).^*® 

Commodity  Structure 

No  reasonably  complete  breakdown  of  Rumanian 
trade  by  commodity  has  yet  been  published  and,  as 
its  third  biggest  trade  partner  (eastern  Germany)  has 
not  yet  published  a  combined  country  and  commodity 
distribution  of  its  trade,  no  picture  can  be  established 
from  the  statistics  of  trading  partners.  Appendix 
Table  VI  reproduces  most  of  the  data  on  individual 
products  which  have  been  published  for  the  years 
1958  to  1960. 

During  the  period  of  heavy  investment  effort  from 
1950  to  1953,  the  rise  in  imports  of  machinery  was 
much  more  rapid  than  that  of  total  imports,  so  that 
their  share  in  the  total  rose  from  about  one-quarter 
in  1948  to  more  than  42  per  cent  in  1953.  The  invest¬ 
ment  drive  was  relaxed  after  1953  and  it  had  become 
urgently  necessary  to  improve  supplies  of  raw  mate¬ 
rials  and  semi-finished  products  so  as  to  permit  more 
efficient  utilization  of  the  considerably  increased 
capacities  in  the  processing  branches  (especially 
engineering) ;  the  share  of  such  products  in  imports 
therefore  rose  from  52  to  68  per  cent,  while  that  of 
machinery  declined  to  21  per  cent,  by  1959.  The  later 
acceleration  of  the  expansion  of  investment  (of  which 


Setnteia,  12  November  1960. 

The  Soviet  trade  statistics  for  1960  {Vneshnyaya  torgovlya 
SSSR  za  1960  god),  used  with  earlier  issues  for  the  above 
comparisons,  arrived  too  late  for  inclusion  in  Appendix 
Table  VII. 
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a  greater  share  than  before  was  to  consist  of  equip¬ 
ment)  and  further  arrangements  for  specialization  in 
engineering  output  among  CMEA  countries,  led  to  a 
nearly  50  per  cent  increase  in  the  volume  —  in  domes¬ 
tic  prices  —  of  domestic  machinery  installed  in  1960 
and  to  a  rise  of  imports  of  machinery  by  29  per  cent, 
or  at  about  the  same  rate  as  the  total.  The  share  of 
food  products  and  consumers’  goods,  which  was  very 
low  in  1956  (11  per  cent  of  total  imports),  has  prob¬ 
ably  not  been  greatly  modified  since  then,  higher 
imports  of  manufactured  consumers’  goods  having 
probably  compensated  for  a  reduction  in  imports  of 
food,  as  domestic  harvests  improved  and  fluctuations 
lessened.  Sugar  and  vegetable  oils,  notably,  had  to  be 
imported  in  1956,  but  in  1961  they  were  being 
exported. 

Exports  were  characterized  at  the  beginning  of  the 
fifties  by  a  large  share  of  oil  and  timber  products, 
which  together  constituted  the  bulk  of  the  71  per  cent 
accounted  for  by  the  “  materials  and  fuels  ”  group  in 
1953;  the  share  of  agricultural  produce  (17  per  cent) 
was  much  reduced  from  pre-war  levels  by  the  expan¬ 
sion  of  home  demand  while  output  was  still  around 
or  below  the  1938  level;  but  machinery  already  pro¬ 
vided  8  per  cent  of  the  total  in  1953  as  a  consequence 
of  the  rapid  rise  in  engineering  output  during  the  first 
years  of  the  Five-year  Plan.^’“  The  share  of  this  last 
group  has  continued  to  expand,  and  reached  17  per 
cent  of  all  exports  in  1960.  That  of  the  “  materials 
and  fuels  group  ”  was  apparently  around  60  per  cent, 
but  the  share  of  oil  and  timber  therein  had  diminished 
(that  of  exports  of  wood  products,  however,  ex¬ 
panded)  while  the  share  of  chemicals  and  of  building 
materials  had  increased.  The  purchase  of  Rumanian 
steel  by  western  European  customers  has  already  been 
briefly  noticed:  in  1960,  western  German  firms  bought 
$2.8  million  worth,  having  taken  none  the  previous 
year,  and  Italian  imports  of  Rumanian  blooms  and 
billets  greatly  increased.^” 

Index  numbers  of  exports,  1950  =  100 


1954  1958 

Machinery  and  equipment .  340  622 

of  which : 

Oil  equipment .  413  640 

Transport  equipment .  278  494 

Chemical  products .  155  269 

Oil  products .  222  251 

Timber  products .  157  144 


Source :  G.  R&dulescu,  I.  Burftein,  op,  cit.,  p.  577. 


G.  Radulescu,  Probleme  economice.  No.  12,  1957,  p.  33. 

As  the  last  issue  of  this  Bulletin  observed,  one  of  the  possible 
contributors  to  the  success  of  Rumanian  sales,  the  final  con¬ 
clusion  of  international  agreements  settling  compensation  for 
the  1948  nationalizations,  was  not  operative  in  either  country, 
since  assets  of  their  nationals  were  sequestered  under  the  Peace 
Treaty. 


Manufactured  consumers’  goods,  which  provided  a 
negligible  part  of  exports  both  before  and  immediately 
after  the  war,  accounted  for  4  per  cent  of  the  total  in 
1953  and  3^  per  cent  of  an  unchanged  total  value 
in  1955.”*  Between  1958  and  1960  exports  of  cotton 
fabric  rose  from  7  million  metres  to  nearly  25  million 
and  accounted  for  one-tenth  of  output.  The  clothing 
and  furniture  branches  also  made  notable  advances  in 
foreign  markets.  Some  other  manufacturing  industric.^ 
are  highly  export-oriented.  About  three-quarters  of 
the  past  three  years’  output  of  railway  freight  wagons 
and  of  drilling  rigs  has  been  destined  to  fill  foreign 
orders.”®  Under  CMEA  arrangements,  the  major 
pipe-line  programmes  and  other  demands  in  tlie 
Soviet  Union  and  eastern  Europe  have  taken  nearly 
half  of  steel-tube  output.  Similarly,  substantial  shares 
are  exported  of  some  other  manufactures  for  which 
both  production  and  trade  statistics  are  available  — 
for  example,  tractors  and  window  glass. 

The  oil  industry  has  continued  to  offer  most  of  its 
products  abroad  but  the  western  European  markets 
which  Rumania  seeks  to  enter  are  almost  exclusively 
taken  up  by  the  established  companies.  The  Soviet 
Union,  as  stated,  will  be  taking  less  oil  products  in 
future  and,  through  the  new  pipelines,  will  be  export¬ 
ing  to  Rumania’s  eastern  European  markets. 

The  Plan  for  1961-1965  envisaged  an  11  per  cent 
annual  increment  in  trade  turnover  ”®  (and  the 
Ministry  of  Trade  believes  that  even  20  per  cent  could 
be  possible)  which  is  greater  than  the  9  per  cent 
planned  rate  of  growth  of  national  product.  Industrial 
products  are  expected  to  contribute  most  of  the  in¬ 
crease  in  exports  ;  and  within  the  1 1  per  cent  overall 
increment  of  exports  foreseen  in  the  1961  Plan, 
the  percentage  rises  envisaged  for  chemicals  and 
engineering  goods  are  35  and  31  respectively.”®  These 
are  the  type  of  product  which  the  preferential  tariff 
areas  in  western  Europe  will  tend  to  supply  from  intra¬ 
trade,  but  experience  in  seeking  markets  for  such 
goods  has  so  far  been  promising,  if  limited.  The 
emphasis  of  the  planned  import  expansion  is  on  equip¬ 
ment  for  further  industrialization,  which  will  make  the 
markets  just  mentioned  and  those  in  eastern  Europe 
particularly  important  goals  for  export  trade ;  but 
another  part  of  the  increment  of  imports  (cocoa, 
coffee  and  citrus  fruit)  points  to  the  less  developed 
regions  as  increasingly  significant  markets  for  Ru¬ 
manian  equipment. 

*’*  G.  RSdulescu,  loc.  cit. 

V.  Bucur  and  S.  Somesan  in  Economia  Rominiei  1944-1959, 
op.  cit.,  p.  555. 

See  the  Bulletin,  Vol.  10,  No.  3,  loc.  cit. 

After  allowance  for  the  increments  obtained  in  1960,  the 
first  year  of  the  Six-year  Plan  which  specifies  a  doubling  of 
foreign-trade  turnover  and  a  70  to  80  per  cent  increase  in  national 
(material)  product. 

1’*  Wood  products  —  notably  furniture  —  are  scheduled  for 
a  13  per  cent  increase. 


q 
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8.  Future  Plans 


The  Starting  Point 

The  international  position  to  which  post-war  indus¬ 
trial  growth  has  brought  Rumania  is  illustrated  by  the 
data  on  per  capita  consumption  of  four  products  in 
that  country  and  some  of  its  neighbours  shown  in 
Table  25.  Since  the  trade  data  available  are  for 
selected  commodities  only,  the  consumption  of  fuel, 
which  Rumania  exports,  is  overstated  and  that  of 
steel  (including  semi-manufactures),  of  which  there  is 
a  net  import,  is  understated:  electricity  and  cement 
are  not  subject  to  the  same  reservation.  Comprehen¬ 
sive  consumption  data  would  certainly  not  displace 
Rumania  from  its  primacy  in  energy  intensity  among 
the  six  countries.  This  wealth  in  fuels  has  led  Rumania 
to  utilize  less  of  its  energy  as  electricity  than  have  its 
neighbours,  Bulgaria  and  Yugoslavia,  which  have 
developed  particularly  important  hydro  resources  ex¬ 
ploitable  only  as  sources  of  electric  power.  Rumanian 
inputs  of  steel  per  capita  (in  crude  equivalent)  are  not 
only  the  highest  of  any  of  the  countries  considered, 
but  the  increment  between  1958  and  1960  was  no  less 


than  two-thirds,  whereas  that  in  Yugoslavia  —  the  next 
largest  user  —  was  one-third  in  the  same  period. 
Turkish  per  capita  consumption  rose  even  faster  than 
Rumanian,  but  from  a  very  low  level.  In  the  use  of 
cement,  Rumania  held  third  place  after  Greece  and 
Bulgaria  in  1958,  but  now  takes  the  lead  with  218 
kilogrammes  per  head  over  and  above  its  export  trade, 
the  corresponding  figures  for  the  two  other  countries 
being  192  and  195. 

The  generally  low  level  of  foreign-trade  dependence, 
described  in  the  preceding  section,  makes  per  capita 
output  a  moderately  reliable  indicator  of  input  over  a 
longer  period.  As  can  be  seen  from  the  figures  in 
Table  26,  per  capita  production  of  fuel  in  1960  was 
over  double  that  of  1948  and  80  per  cent  greater  than 
before  the  war,  within  which  electricity  generation  had 
expanded  to  4.4  times  that  of  1948  and  5.8  times  the 
1938  level.  Since  1938,  when  levels  were  not  much 
below  those  when  industry  was  nationalized  in  1948, 
the  production  per  head  of  steel  and  of  cement  have 
quintupled.  In  the  agricultural  sector,  as  indicated  in 


Table  25 


Indicators  of  industrial  development  in  south-eastern  Europe 

Apparent  consumption  per  capita 


Albania  j 

1  Bulgaria  j 

1  Greece  | 

1  Rumania  j 

[  Turkey  | 

1  Yugoslavia 

1958 

I960 

1958 

I960 

1958 

I960 

1958 

I960 

1958 

I960 

1958 

I960 

Primary  energy: 

Tons  of  standard  fuel  .... 

0.47 

0.70 

0.94 

0.36 

0.40 

1.58 

1.69 

0.29 

0.30 

■•Km 

Electricity  —  kWh . 

99 

100 

391 

591 

210 

242 

342 

416 

89 

85 

469 

Crude  steel  —  kg . 

— 

— 

72 

— 

37 

40 

99 

164 

11 

22 

69 

92 

Cement  —  kg . 

52 

45 

107 

195 

152 

192 

102 

218 

59 

73 

87 

119 

Sources  :  For  Rumania  production  and  population  as  for  Table  26;  exports  and  imports  from  Anuarut  statistic  I960,  pp.  148-150,  337-340.  This  latter  source, 
however,  lists  only  major  export  and  import  items  and  their  sum  understates  total  trade.  For  other  countries,  the  sources  are  the  same  as  those  for  the  Survey  for  I960, 
Chapter  VI,  Table  20. 


Table  26 

Per  capita  production  of  basic  industrial  goods,  1938  to  1975  Plan 


1938 

1948 

1958 

I960 

1965 

Plan 

1975 

Plan 

Primary  energy 

Tons  of  standard  fuel . 

1.14 

0.98 

1.95 

2.09 

2.74 

Electricity  —  kWh . 

72 

94 

342 

416 

959 

3  081-3  318 

Crude  steel  —  kg . 

18 

22 

52 

98 

171 

372“ 

Cement  —  kg  . 

33 

41 

142 

166 

337 

664-711 

Sources :  Production  from  Anuarul  statistic  1961,  pp.  134-136  and  317-319  and  Plans  1965-1975  from  Scinteia,  19  May  1960.  Population  1938  to  1960  from 
Anuarui  statistic  1961,  p.  80;  extrapolated  to  1965  and  1975. 

“  1970  Plan. 
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section  6,  crop  yields  in  Rumania  are  low  —  as  are  all 
inputs  except  that  of  labour  —  and  milk  yields  rather 
better  than  in  neighbouring  countries;  but  progress 
so  far  has  been  very  slow. 

The  Six-year  Plan  for  Industry 

Under  the  Six-year  Plan,  rapid  industrial  expansion 
is  intended  to  continue.  Gross  output  is  projected  for 
1965  at  2.1  times  the  1959  level,  and  the  most  dynamic 
branches  are  those  which  showed  the  largest  expan¬ 
sion  in  the  preceding  six  years.^”  Chemicals,  the 
annual  increment  of  which  is  to  be  22  per  cent 
(notably  fertilizers,  petrochemicals,  plastics  and  rub¬ 
ber),  showed  the  maximum  branch  rate  of  growth  of 
16.5  per  cent  a  year  from  1954  to  1959  ;  engineering 
output  is  planned  to  rise  by  14  per  cent  a  year, 
precisely  as  in  1954-1959  (electrical  engineering  sup¬ 
planting  the  mechanical  sections  in  the  lead),  with  a 
corresponding  increase  in  steel  supplies,  notably  from 
the  Galati  combine.  The  heavy  construction  pro¬ 
gramme  of  the  fifties  implied  a  rate  of  growth  of 
output  of  building  materials  second  only  to  the  two 
branches  just  mentioned  ;  but  the  evolving  nature  of 
the  economy  now  calls  for  a  higher  proportion  of 
equipment  in  total  investment,  and  output  of  build¬ 
ing  materials  will  grow  at  rather  less  than  the  planned 
rate  for  all  industry,  whereas  the  expansion  of  the 
light  and  food  industries  is  to  accelerate  considerably. 

As  —  on  the  basis  of  Domar’s  calculations  — 
replacement  demand  would  be  a  mere  8  per  cent  of 
gross  investment,  nearly  all  the  planned  investment  in 
equipment  will  represent  net  capital  formation.  The 
exceptions  are  in  the  consumer-goods  branches,  where 
the  existence  of  outdated  equipment  in  the  textiles  and 
clothing,  footwear  and  food-processing  industries  has 
caused  a  major  modernization  programme  to  be 
incorporated  in  the  plan  directives.  In  the  previous 
sbc  years  consumers’  goods  had  been  the  least 
dynamic  —  7.5  per  cent  annual  increments  in  food¬ 
processing,  5.8  per  cent  in  textiles  and  4.7  per  cent  in 
garment-making ;  the  Six-year  Plan  nearly  doubles 
these  rates  —  to  12.3  per  cent  for  foodstuffs  and  13.2 
per  cent  per  annum  for  textiles  and  clothing.  Much 
of  the  plaimed  increment  of  output  in  both  branches 
will  depend  on  realization  of  the  corresponding  plans 
for  farm  output ;  but  some  of  the  inputs  into  the 
textiles  and  clothing  branches  should  be  assured  by 


See  the  Survey  for  i960.  Chapter  II,  Table  16  and  pp.  26-30, 
which  provide  a  detailed  analysis  of  the  Plan.  The  summary 
description  in  this  section  should  be  supplemented  by  reference 
to  it. 

Originally  published  in  Economic  Journal,  Vol.  LXII, 
pp.  1-32.  In  application  to  the  Rumanian  case,  the  growth  of 
state  sector  investment  was  taken  (a  13  per  cent  annual  increase 
during  1950-1959  and  something  like  1 1  per  cent  to  follow  under 
the  new  Six-year  Plan)  and  the  average  length  of  asset  life  was 
assumed  to  be  rather  low  (20  years). 


the  planned  22  per  cent  annual  expansion  of  chemicals 
production.^^®  Primary  chemicals  will  not  be  developed 
so  much  as  their  products  —  petrochemicals  and 
timber  derivatives  in  particular.^*® 

The  proportions  between  the  branch  growth  rates 
are  maintained  in  the  outline  directives  for  a  “  per¬ 
spective”  plan  for  development  up  to  1975,  which 
were  approved  by  the  III  Congress  of  the  Rumanian 
Workers’  Party  at  the  same  time  as  the  Six-year  Plan. 
Within  a  planned  rise  of  total  gross  industrial  produc¬ 
tion  to  6  times  the  1959  level  by  1975,  chemicals  takes 
the  lead  with  a  planned  expansion  to  14  times  the 
1959  volume  of  output  and  engineering  output  should 
be  7  times  greater.  Output  of  textiles  and  clothing  and 
of  food-processing,  respectively,  are  planned  to  reach 
6.7  and  5  times  the  1959  volume.  As  a  rough  inter¬ 
national  indicator,  the  steel  production  goal  for  1970 
is,  per  capita,  one-quarter  higher  than  steel  consump¬ 
tion  in  the  United  Kingdom  and  western  Germany  in 
1958  but  three-quarters  of  that  in  the  United  States. 
It  will  be  no  less  than  80  per  cent  of  the  per  capita 
steel  production  planned  for  1970  in  the  Soviet  Union. 

Agriculture  and  Consumption 

The  extraordinarily  ambitious  plans  for  farm  output 
—  a  rise  of  gross  agricultural  production  to  70-80  per 
cent  above  the  1959  level  by  1965  and  of  animal 
production  alone  to  100  per  cent  above  that  level  — 
will  prove  a  severe  test  not  only  of  the  ability  of  the 
Rumanian  planners  to  provide  the  necessary  material 
inputs  and  incentives  but  also  of  the  efficiency  of  the 
institutional  pattern  now  established.  Underlying  the 
plan  are  assumptions  that  rural  labour  (which  still 
accounted  for  two-thirds  of  the  total  active  popula¬ 
tion  at  the  1960  census)  will  be  better  utilized  and  that 
any  farms  receiving  about  the  same  inputs  as  state 
farms  do  now  will  achieve  the  same  yields.  The  goal 
for  average  wheat  yields  in  1965  is,  for  example, 
18  quintals  per  hectare,  or  about  that  of  state  farms 
today  (the  latter  are,  however,  expected  to  raise  their 
average  yield  to  25  quintals  by  1965).  The  maize  yield 
planned  for  1965  —  25  quintals  per  hectare  —  is  better 
than  has  yet  been  registered  by  state  farms,  though 
they  were  expected  to  approach  it  in  1961.  Planned 
increases  in  inputs  include  a  rise  from  5  to  50  kilo¬ 
grammes  of  mineral  fertilizer  (in  pure  content)  per 
hectare  of  soils  which  are  among  the  best  in  Europe, 
melioration  work  extending  over  1.2  million  hectares, 
and  a  rise  in  the  tractor  park  to  1  per  80  hectares 
(3  times  the  1959  level),  with  other  appropriate 
machinery. 


*’•  The  directives  envisage  a  1965  output  of  34,000  tons  of 
cellulose  fibres  and  13,000  tons  of  man-made  fibres:  this  com¬ 
pares  with  a  projected  consumption  of  37,000  tons  of  wool, 
all  home  produced. 

I'o  See  N.  lonescu,  Probleme  economice.  No.  8, 1961,  pp.  53-66. 


-  100  - 


The  Plan  lays  particular  stress  on  fruit  and  vine 
growing :  the  target  output  of  fruit  in  1965  (1.7  mil¬ 
lion  tons)  compares  with  an  output  of  1.17  million 
tons  in  1959;  and  the  goal  of  1.4  million  tons  of 
grapes  is  50  per  cent  above  the  average  of  1955-1959. 
This  expansion  seems  largely  intended  to  raise  exports 
to  trade  partners  in  CMEA,  whereas  the  other  crop 
targets  and  those  for  livestock  are  essentially  based  on 
home  consumption  needs. 

The  agricultural  targets  are  hence  the  pattern  for 
the  planned  improvemeni  in  nutrition.  The  grain 
crop’s  planned  increase  from  10.2  million  tons  in 
1959-1960  to  14-16  million  tons  in  1965,  under  average 
weather  conditions,  compounds  a  smaller  increment 
of  wheat  than  of  fodder  grains,  as  diet  should  be 
shifted  away  from  bread  to  livestock  products,  and 
the  planned  expansion  of  maize  production  itself 
should  cover  a  diminution  of  human  consumption  in 
favour  of  feed.  Meat  and  milk  outputs  are  hence 
planned  to  double  from  1959  to  1965,  and  4^2-5 
billion  eggs  to  be  produced  in  comparison  with  2.2 
billion  in  1959-1960.  The  planned  expansion  of  the 
potato  harvest  is  remarkably  high  —  to  4^4-5  mil¬ 
lion  tons  against  just  under  3  million  tons  in  1959- 
1960  —  and  is  to  be  explained  in  terms  of  improved 
nutrition  since  much  of  the  increment  is  to  provide 
pig-food. The  necessary  rise  in  intake  of  other 
(especially  green)  vegetables  is,  however,  dependent 
on  more  intensive  farming  over  a  smaller  area  of 
market  gardens  (185,000  hectares  in  1965  against 
209,000  hectares  in  1960). 

The  planned  40-45  per  cent  improvement  in  real 
wages  (to  be  implemented  by  both  wage  rises  and 
price  reductions)  and  the  40  per  cent  increase  in  the 
real  incomes  of  peasants  evidently  depend  upon  the  in¬ 
vestments  and  technical  progress  that  can  be  effected 

There  should  be  7.5  million  pigs  in  1965  against  4.3  million 
in  1959. 


in  farming.^®*  The  investment  plan  calls  for  a  rise 
in  the  overall  rate  of  accumulation,  since  the  consump¬ 
tion  fund  is  to  increase  by  60-70  per  cent,  but  national 
income  by  70-80  per  cent,  and  also  depends  upon  a 
reduction  of  the  capital  to  output  ratio  in  industry.^®* 
This  latter  in  turn  depends  upon  a  rise  in  non-farm 
man-power  of  around  1  million,*®^  of  which  nearly 
half  will  be  transferred  from  agriculture.  The  freeing 
of  farm  labour  on  this  scale  should  be  possible,  for  by 
European  standards  it  is  inefficiently  used,  given 
rising  investment  in  agriculture  and  an  improvement 
in  managerial  efficiency. 

The  plan  directives  envisage  that  the  rise  in  farmers’ 
incomes  will  derive  from  the  expansion  of  output 
itself  and  a  reduction  in  unit  cost  —  thus  reversing  the 
Ricardian  diminishing  returns  to  agriculture ;  but 
there  is  apparently  no  intention  to  augment  price 
incentives  either  by  a  further  increment  in  contractual 
prices  or  by  a  cut  in  prices  of  goods  sold  to  farmers. 
It  is,  however,  planned  to  open  5,000  more  shops  and 
other  outlets  (there  are  now  27,000  in  towns  and 
23,000  in  villages),  explicitly  to  be  located  in  presently 
ill-served  areas  ;  and  this  should  enhance  the  effect  of 
the  planned  doubling  of  supplies  for  retail  trade. 

The  social  objectives  of  the  plan  include  the 
transition  to  eight-year  compulsory  education,  the 
doubling  of  student  numbers  in  higher  technical  col¬ 
leges,  the  expansion  of  the  rural  health  services  with 
everywhere  the  stress  on  prophylactic  treatment,  and 
the  tripling  of  house-building.  These  should  all  con¬ 
tribute  both  to  raising  living  standards  and  to  im¬ 
proving  the  quality  of  the  labour  force. 


Agricultural  training  is  to  be  pressed  ahead,  and  it  is 
planned  that  every  collective  farm  should  have  a  resident 
agronomist. 

For  an  analysis  of  the  decline  planned  in  this  ratio  during 
the  Six-year  Plan,  see  the  Survey  for  1960,  /oc.  cit. 

Gh.  Gi.eorghiu-Dej,  Scinteia,  21  June  1960. 
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Table  I 

Growth  of  national  income  at  1950  prices,  1938  to  1960 


Index  numbers,  1950  =  100 


1 

1938 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

I960  » 

1 

National  income . 

100.5 

131 

137 

158 

157 

192 

178 

207 

214 

242 

268 

Net  output  of : 

Industry . 

61 

129 

151 

172 

183 

218 

274 

253 

287 

318 

373 

1  Construction  . 

42 

136 

170 

212 

158 

218 

261 

277 

301 

352 

425 

Agriculture  and  forestry . 

143 

135 

117 

141 

126 

170 

106 

157 

126 

167 

168 

1  Transport  and  communications . 

124 

123 

160 

190 

203 

234 

256 

274 

270 

276 

327 

(  Trade .  .  . 

153 

134 

121 

130 

139 

157 

137 

140 

137 

124 

128 

Other  branches  (household  industries,  etc.)  .  .  . 

133 

116 

100 

115 

119 

124 

120 

119 

109 

119 

136 

Sources :  Anuarul  statistic  1961,  p.  94;  and  direct  communication  by  the  Rumanian  Government. 
I  ®  New  price  basis,  spliced  to  previous  series. 


Table  II 

V  Origin  of  national  income  (A)  at  constant  1950  prices,  (B)  at  current  prices 

and  net/global  ratios  (at  current  prices)  by  sectors 

Percentage  shares  in  total 


Year 

Industry 

Construction 

Agriculture 

and 

forestry 

Transport  and 
communications 

Trade 

Other  branches 
(household 
industries  etc.) 

fA) 

(B) 

(A) 

(B) 

(A) 

(B) 

(A) 

(B) 

(A) 

(B) 

(A) 

(B) 

1950  .  . 

44.0 

44.0 

6.0 

6.0 

28.0 

4.3 

4.3 

11.8 

11.8 

5.9 

5.9 

1951  .  . 

43.5 

41.4 

6.3 

5.7 

28.9 

32.2 

3.5 

12.1 

11.9 

5.2 

5.3 

1952  .  . 

48.7 

47.5 

7.5 

7.0 

24.1 

5.0 

4.1 

10.4 

10.9 

4.3 

4.5 

1953  .  . 

47.9 

42.2 

8.1 

6.8 

24.9 

33.9 

5.1 

3.9 

9.7 

8.8 

4.3 

4.4 

1954  .  . 

51.2 

39.7 

6.1 

5.0 

22.4 

36.7 

5.5 

4.0 

10.4 

9.9 

4.4 

4.7 

1955  .  . 

49.9 

39.8 

6.9 

5.6 

24.6 

37.6 

5.2 

3.7 

9.6 

9.2 

3.8 

4.1 

1956  .  . 

55.4  ' 

43.0 

9.0 

7.6 

16.5 

32.1 

6.1 

4.6 

9.0 

8.2 

4.0 

4.5 

1957  .  . 

53.8 

39.9 

8.2 

6.7 

21.1 

5.6 

4.1 

7.9 

5.4 

3.4 

3.7 

1958  .  . 

59.1 

42.7 

8.7 

7.7 

16.3 

34.8 

5.4 

4.1 

7.5 

7.2 

3.0 

3.5 

1959  .  . 

58.0 

40.9 

8.9 

8.0 

19.3 

37.8 

4.9 

3.7 

6.0 

6.4 

2.9 

3.2 

1960  .  . 

44.2 

9.0 

33.1 

3.8 

6.5 

3.5 

Net  output  as  percentage  of  global  output  ( at  current  prices ) 


Year 

Industry 

Construction 

Agriculture 

and 

forestry 

Transport 
and  com¬ 
munications 

Trade 

Other 

branches 

All 

branches 

48.4 

41.9 

55.7 

52.5 

76.0 

37.0 

51.2 

48.8 

37.7 

60.8 

51.6 

80.1 

37.4 

53.0 

48.3 

36.0 

56.6 

50.8 

72.5 

38.6 

50.4 

48.6 

35.9 

58.9 

51.3 

75.5 

36.7 

51.4 

1954  .  .  . 

44.2 

30.3 

58.6 

48.6 

73.3 

33.2 

48.8 

1955  .  .  . 

45.0 

36.2 

62.5 

48.7 

69.6 

34.6 

50.8 

1956  .  .  . 

42.4 

37.2 

55.4 

50.4 

64.2 

35.0 

46.6 

1957  .  .  . 

43.6 

40.9 

64.7 

52.0 

58.3 

30.7 

50.2 

1958  .  .  . 

40.4 

41.4 

62.3 

50.7 

63.5 

29.0 

47.3 

1959  .  .  . 

40.4 

44.9 

65.3 

51.4 

64.8 

31.8 

49.0 

1960  .  .  . 

40.8 

45.1 

65.2 

51.9 

68.6 

33.1 

48.5 

Sources:  Anuarul  statistic  I960,  pp.  104,  lOS;  and  ibid.,  1961,  pp.  93,  94,  supplemented  by  direct  communication  from  the  Rumanian  Government. 
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Table  III 

A?erage  yearly  number  of  wage-earners  (workers  and  employees) 

Thousands 


1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

I960 

Total  socialist  sector . 

2  123.0 

2  416.4 

2  547.7 

2  784.6 

2  858.2 

2  948.4 

2  991.3 

2  908.0 

2  944.4 

3  058.4 

3  249.2 

of  which : 

Industry . 

809.2 

893.2 

965.8 

1  027.7 

1  062.3 

1  078.7 

1  113.2 

1  P8.9 

1  150.8 

1  191.3 

1  251.9 

Construction . 

177.1 

291.3 

357.2 

414.4 

375.9 

392.4 

408.1 

349.7 

344.3 

360.8 

396.9 

Agriculture . 

222.2 

237.1 

290.5 

306.8 

288.2 

289.7 

273.7 

264.0 

249.0 

279.8 

313.6 

Transport  and  commu¬ 
nications  . 

146.2 

161.1 

167.7 

179.8 

200.0 

219.9 

219.4 

212.0 

213.9 

219.3 

234.1 

Trade  and  public  catering 

133.0 

167.5 

174.0 

197.2 

215.9 

228.6 

223.5 

243.4 

247.7 

242.5 

235.7 

Procurements . 

27.7 

38.4 

47.8 

58.6 

63.0 

69.8 

81.6 

70.0 

70.6 

73.0 

69.6 

Services  . 

49.8 

61.4 

66.8 

78.0 

81.7 

88.3 

99.3 

106.9 

116.7 

126.1 

149.7 

Education . 

197.3 

186.0 

187.9 

203.2 

207.5 

203.9 

205.2 

210.5 

214.1 

221.4 

232.2 

Health . 

81.7 

77.2 

78.3 

82.4 

95.1 

103.3 

108.4 

113.0 

116.6 

124.9 

133.4 

Administration . 

151.7 

143.4 

144.8 

157.0 

153.3 

149.2 

142.2 

127.5 

122.8 

121.7 

118.6 

All  non-farm  occupations. 

1  900.8 

2  179.3 

2  257.2 

2  477.8 

2  570.0 

2  658.7*  2  717.6 

2  644.0 

2  695.4 

2  778.6 

2  935.6 

Private  industry . 

188.9 

159.6 

79.0 

86.3 

117.2 

129.0 

139.4 

150.3 

143.7 

108.8 

91.2 

Sources:  Anuarul  statistic  I960,  pp.  114-llS  and  170;  Statistical  Pocket- 
book  1961,  p.  64;  and  Anuarul  statistic  1961,  p.  101.  The  latter  source  adopts 
a  new  classification  by  branch  specifying  forestry  and  scientific  research 
(29.9  and  40.1  thousand  respectively  in  1960)  and  regrouping  some  wage- 


earners  recorded  above  in  services,  administration  and  some  which  are  undis¬ 
tributed.  As  a  result,  the  number  (thousands  of  wage-earners)  in  the  socialist 
sector  not  specified  by  branch  was  73.0  in  1960,  against  104.5  based  on  this 
table. 


Table  IV 

Investment  (excluding  private)  at  1959  prices 

Millions  of  lei 


Sector 

1950 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

I960 

Industry . 

2  751 

4  567 

5  994 

7  818 

7  228 

7  685 

8  388 

7  559 

8  150 

9  067 

11  728 

Construction . 

369 

435 

665 

670 

223 

292 

648 

546 

444 

318 

530 

Agriculture . 

583 

611 

934 

993 

1423 

1  828 

1  602 

1  841 

2  659 

3  639 

4  893 

Forestry . 

74 

94 

98 

90 

133 

159 

154 

172 

174 

177 

209 

Transport . 

940 

1010 

1  250 

1  574 

903 

1060 

1  273 

1  183 

1  210 

1  811 

2  302 

Communications . 

39 

70 

176 

177 

97 

64 

124 

83 

113 

104 

190 

Trade  and  public  catering  .  .  . 

147 

173 

257 

413 

282 

364 

389 

339 

297 

371 

736 

Communal  economy  . 

216 

319 

473 

836 

829 

1051 

1  314 

1461 

1  502 

1  758 

2  505 

of  which :  Housing . 

150 

249 

348 

673 

640 

794 

907 

926 

937 

1033 

1  581 

Education,  culture,  arts  .... 

193 

268 

332 

489 

438 

412 

423 

372 

428 

568 

714 

Scientific  research . 

106 

121 

148 

143 

129 

156 

237 

259 

188 

167 

321 

Health . 

151 

151 

186 

245 

258 

252 

400 

299 

322 

329 

381 

State  administration  . 

77 

74 

47 

26 

20 

43 

46 

47 

76 

74 

79 

•Other  branches . 

Totai  investment  in  socialist 

17 

77 

87 

93 

100 

100 

97 

77 

85 

73 

61 

sector  . 

of  which : 

5  663 

7  970 

10  647 

13  567 

12063 

13  466 

15  195 

14  238 

15  648 

18  456 

24  379 

Construction  assembly  .  .  . 

2  855 

3  821 

5  330 

7  199 

6  328 

7  046 

8  382 

7  237 

7  715 

8  760 

11  749 

Machinery  and  equipment  . 

2  033 

2  855 

3  551 

4417 

3  800 

4  309 

4  270 

4  461 

5  117 

6  550 

8  801 

of  which : 

Home-produced  . 

1  032 

1  663 

2  111 

2  804 

2  782 

3  210 

3  279 

3  636 

4  215 

5  283 

6  789 

Imported . 

1  001 

1  192 

1  440 

1  613 

1  018 

1  099 

991 

825 

902 

1  267 

2  012 

Drilling . 

489 

649 

829 

1001 

949 

967 

1047 

1  209 

1  138 

1  076 

1  147 

Others . 

286 

645 

937 

950 

986 

1  144 

1496 

1  331 

1  678 

2070 

2  682 

Sources  :  Anuarul  statistic  1961,  pp.  265-267. 
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Table  V 


Investment  (excluding  private)  in  industry  at  1959  prices 

Millions  of  lei 


Industrial  branch 

1951 

1952 

1953 

1954 

1955 

1956 

1957 

1958 

1959 

I960 

Total  industry . 

4  675 

6092 

7  968 

7  376 

7  954 

8  866 

8  111 

8  585 

9  380 

11  989 

of  which : 

Electric  energy . 

567 

930 

1  111 

1012 

916 

923 

690 

714 

932 

1  174 

Fuel  . 

1  943 

2  221 

3  083 

2  427 

2  695 

2  936 

2  816 

2  779 

2  613 

3  262 

0/  which :  Coal . 

229 

347 

658 

515 

639 

659 

523 

593 

543 

620 

Oil . 

1  635 

1  780 

2  336 

1  865 

1  993 

2  250 

2  206 

1  974 

1  839 

2  209 

Methane  gas . 

79 

94 

89 

47 

63 

27 

87 

212 

231 

433 

Ferrous  mining  and  metallurgy . 

371 

448 

639 

705 

822 

999 

951 

950 

858 

826 

Non-ferrous  mining  and  metallurgy  .  . 

125 

226 

511 

540 

585 

572 

541 

480 

470 

535 

Engineering  and  metal  processing  .  .  . 

412 

562 

634 

538 

503 

552 

520 

509 

627 

997 

Chemicals,  including  rubber . 

182 

357 

623 

556 

514 

704 

753 

1  016 

1  313 

1  621 

Extraction  of  non-metallic  ores . 

36 

38 

34 

26 

35 

48 

38 

39 

83 

75 

Building  materials  . 

238 

375 

377 

273 

353 

461 

350 

296 

233 

281 

Forestry  and  timber  processing  .... 

273 

290 

329 

483 

550 

536 

542 

629 

624 

863 

Cellulose  and  paper . 

55 

76 

115 

93 

45 

133 

123 

310 

506 

706 

Glass  and  chinaware . 

11 

15 

17 

48 

56 

63 

51 

52 

79 

70 

Textiles  and  clothing . 

114 

131 

109 

168 

155 

194 

159 

181 

236 

404 

Leather  and  footwear . 

19 

12 

12 

26 

22 

26 

26 

32 

40 

85 

Food  industry . 

160 

253 

283 

407 

593 

514 

427 

495 

624 

996 

Soap  and  cosmetics . 

3 

2 

4 

7 

4 

6 

12 

11 

6 

3 

Printing . 

151 

125 

63 

40 

62 

104 

29 

14 

22 

24 

Other  branches . 

15 

31 

24 

27 

44 

95 

83 

78 

114 

67 

Source  ;  Anuarul  statistic  1961,  pp.  268-269. 

Note.  —  Data  in  this  table  include  investment  outlays  for  catering  and  social-cultural  purposes  of  enterprises  in  each  industrial  branch.  They  are  therefore 
slightly  higher  than  the  industrial  investment  outlays  shown  in  Appendix  Table  IV. 
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II 


Imports  and 


As  percentage  of 
apparent  consumption 


1958 

1959 

I960 

1958 

1959 

I960  j 

IMPORTS 

Machinery  and  equipment 

Metal-cutting  machine  tools . 

Unit 

597 

1  111 

1  558 

16.9 

26.3 

26.5  j 

Diesel  engines  and  gas  generators  .... 
Equipment  and  materials  for  complete 

Millicn  dollars 

3.65 

5.08 

5.10 

industrial  plants  . 

27.7 

64.2 

85.1 

Agricultural  machinery . 

3.02 

3.63 

7.25 

1 

Motor  cars . 

Unit 

751 

1  351 

1  186 

Motorcycles . 

9  320 

15  669 

39  231 

Materials  and  semi-finished  products 

Coking  coal . 

Thousand  tons 

152 

192 

416 

Coke . 

616 

700 

656 

52.2 

53.5 

44.4 

Iron  ore . 

753 

815 

923 

50.3 

43.4 

38.7 

Rolled  steel  (excluding  tubes) . 

554 

632 

846 

46.8 

43.5 

31.3 

Apatite  concentrates  (P2O5)  . 

26.0 

55.2 

72.8 

Nitrogenous  fertilizer  (N) . 

9.5 

7.9 

8.6 

49.7 

48.2 

31.3 

Potassium  fertilizer  (KtO) . 

1.1 

1.1 

4.0 

100 

100 

100 

Natural  rubber . 

5.3 

6.3 

9.3 

Synthetic  rubber . 

6.1 

8.8 

9.2 

Cotton  fibre . 

46.1 

42.2 

50.7 

96.6  « 

97.5“ 

99.4“ 

Wool  (clean) . 

2.8 

2.5 

2.4 

19.3 

16.6‘> 

15.4» 

Raw  hides . 

11.3 

8.7 

5.2 

Food 

Rice . 

17.0 

20.9 

13.5 

Cocoa  . 

0.48 

0.79 

2.77 

Citrus  fruit . 

7.9 

7.6 

15.5 

Olives . 

4.5 

5.4 

5.1 

Vegetable  oils  . 

32.4 

22.7 

2.8 

33.3 

22.8 

2.3 

Sugar . 

39.9 

28.7 

— 

17.5 

10.7 

- 

Consumers’  manufactures 

Pharmaceuticals  . 

Million  dollars 

4.7 

5.2 

3.9 

Rubber  footwear . 

Thousand  pairs 

1  221 

1  398 

818 

15.9 

16.1 

Leather  footwear . 

36 

155 

0.3 

10.1 

Sources:  Anuarul  statistic  1961,  pp.  134-139  and  318-319. 
’  Assuming  a  33  per  cent  fibre/raw  cotton  ratio  for  output. 

*  Assuming  a  60  per  cent  clean/greasy  ratio  for  output. 

4  Including  grapes. 
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Lied  commodities 


Unit 

Total  exports  | 

As  percentage  of  output 

1958 

1959 

I960 

1958 

1959 

I960 

EXPORTS 

Machinery  and  equipment 

Equipment  for  oil  extraction . 

Million  dollars 

9.9 

13.8 

14.7 

of  which : 

Drilling  rigs . 

Unit 

43 

52 

87.8 

72.2 

Equipment  for  oil  refineries . 

Million  dollars 

— 

1.2 

10.1 

Equipment  for  cement  factories  .... 

4.35 

8.98 

9.50 

Equipment  for  thermal  power  stations  .  . 

1.95 

6.28 

9.28 

Ball-bearings . 

Thousands 

145 

138 

277 

5.1 

5.5 

6.1 

Tractors  . 

Unit 

1  362 

3  018 

4  526 

19.4 

27.4 

26.5 

Goods  and  tank  wagons . 

2115 

2  350 

3  474 

73.4 

65.6 

75.4 

Ships . 

Million  dollars 

8.1 

9.8 

12.2 

^  Materials,  fuels  and  semi-manufactured 

products 

Gasolene  . 

Thousand  tons 

2  258 

2  567 

2  466 

80.0 

95.1 

88.3 

Gas  oil . 

1  480 

1  391 

1  286 

81.9 

61.1 

54.1 

Kerosene  . 

667 

698 

676 

43.6 

54.6 

52.4 

Fuel  oil . 

552 

986 

1  229 

14.0 

25.0 

32.1 

Lubricants . 

95 

155 

211 

44.8 

145.0 

67.8 

Bitumen . 

59 

62 

81 

32.1 

29.5 

32.5 

Methane  gas . 

Million  cu.m. 

— 

147 

204 

_ 

2.5 

3.1 

Steel  tubes . 

Thousand  tons 

38 

124 

151 

26.0 

45.1 

44.7 

Caustic  soda . 

10.8 

30.6 

30.4 

26.3 

49.3 

41.1 

1  Soda  ash . 

16.3 

30.8 

95.3 

19.9 

29.6 

52.9 

Carbon  black . 

15.0 

17.6 

16.6 

67.3 

78.9 

66.4 

Cement . 

1  218 

1  065 

961 

47.4 

37.4 

31.5 

Window  glass  . 

Million  sq.m. 

3.85 

4.42 

5.81 

33.2 

33.7 

32.1 

Coniferous  sawn  timber . 

Thousand  cu.m. 

836 

640 

868 

32.5 

24.4 

31.0 

Deciduous  sawn  timber . 

245 

281 

361 

26.5 

29.8 

33.7 

Food 

Grain . 

Thousand  tons 

476 

223 

731 

6.5 

2.1 

7.4 

Vegetables  (fresh  and  tinned) . 

21 

31 

59 

Fruit  (fresh  and  tinned)  ® . 

126 

129 

122 

5.9 

6.0 

7.2 

Meat  and  meat  preparations  ...... 

4.4 

16.8 

Eggs . 

Millions 

49 

68 

121 

2.4 

3.1 

5.1 

Wine . 

Thousand  tons 

38.3 

24.0 

42.6 

Consumers’  manufactures 

Furniture . 

j  Million  dollars 

4.7 

7.0 

10.3 

Cotton  fabrics . 

Million  sq.m. 

6.9 

13.1 

24.6 

3.3 

6.0 

9.9 

Clothing  . 

Million  dollars 

2.2 

5.4 

8.9 
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TaIu 

Rumanian  trade  ie 


Quantities  (thousand  tons)  | 

Values  (million  roubles) 

1955 

1956 

1957 

1958 

1959  1 

1955 

1956 

1957 

1958 

1959 

IMPORTS 

Machinery  and  equipment 

260.1 

149.1 

122.9 

135.4 

196.1 

of  which : 

Equipment  and  material  for  com- 

plete  factories . 

71.1 

29.2 

15.0 

39.2 

93.7 

Agricultural  machinery . 

38.4 

19.2 

7.7 

7.9 

9.9 

Road  transport  equipment  .... 

1 

87.6 

30.5 

31.9 

20.0 

21.4 

Materials,  fuels,  semi-manufactures 

Coke . 

435 

414 

427 

402 

419 

35.2 

33.4 

47.2 

40.5 

42.0 

Iron  ore . 

237 

432 

557 

716 

803 

9.0 

16.4 

26.2 

33.7 

37.7 

Rolled  steel . 

199 

275 

324 

437 

479 

89.6 

121.9 

154.7 

266.0 

295.9 

Steel  tubes . 

59 

67 

93 

46 

36 

39.7 

49.3 

78.1 

43.6 

33.2 

Non-ferrous  metals  and  alloys  .... 

9.8 

10.7 

13.7 

10.3 

11.1 

33.3 

36.3 

36.8 

26.5 

30.6 

Chemicals  . 

12.8 

10.3 

13.7 

13.0 

11.6 

Rubber  and  rubber  products  .... 

26.4 

18.2 

25.8 

27.8 

27.9 

Cotton  fibre . 

29.0 

30.2 

28.7 

35.6 

27.5 

106.8 

110.0 

89.2 

104.9 

78.7 

Total  of  above  materials  .  .  . 

353 

396 

472 

556 

558 

Food 

Wheat . 

302 

44 

456 

193 

— 

106.3 

15.9 

151.4 

65.7 

— 

Consumers’  manufactures 

Consumers’  durable  goods . 

10.4 

13.7 

15.4 

21.1 

12.6 

of  which :  Publications  and  films  .  . 

6.0 

10.1 

4.7 

4.0 

4.7 

Total  of  above  . 

730 

575 

762 

778 

767 

Percentage  of  all  imports  from  the 

Soviet  Union  . 

68.2 

67.8 

76.0 

77.3 

82.J 

Total . 

1071 

848 

1003 

1006 

930 

Source:  Soviet  foreign  trade  statistics. 

Note.  —  Ruinanian  foreign  trade  statistics  show  the  following  total  trade  with  the  Soviet  Union  (in  thousands  of  roubles): 

J9S8  1959  1960 

Imports .  1  015  939  1  064 

Exporu  . .  941  1 000  1  126 

Quantities  in  thousands  of  cubic  metres. 


',r 


Ta.  II 

‘ade  1  e  Soviet  Union 


Machinery  and  equipment 
of  which : 

Electro-technical  equipment 

transformers  . 

Oil-drilling  equipment  .... 
Equipment  for  cement  industiy 
Ships . 


Materials,  fuels  and  semi-finished  products 

Oil  products  . 

of  which  :  Gasolene  . 

Kerosene . 

Gas  oil . 

Fuel  oil . 

Lubricants . 

Tubes  for  oil  industry . 

Giemicals  . 

Cement . 

Timber  products 

of  which :  Sawn  timber  “ . 

Total  of  above  materials  .... 

Food 

Maize . 

Meat . 

Grapes  and  other  fruit,  fresh  and  pre¬ 
served  . 

Wine . 


Consumers*  manufactiu-es 
Furniture . 


Quantities  (thousand  tons)  | 

Values  (million  roubles) 

19SS 

19S6 

1957 

1958 

1959 

1955 

1956 

1957 

1958 

1959 

57.8 

59.3 

47.5 

40.1 

82.0 

_ 

3.0 

5.1 

— 

— 

— 

2.2 

21.0 

— 

— 

— 

0.8 

15.7 

50.1 

57.4 

46.6 

32.6 

39.4 

3  432 

3  347 

2  582 

2  824 

2  956 

331.1 

376.9 

310.7 

384.8 

428.2 

1  791 

1  827 

1  840 

1  903 

2037 

228.0 

229.2 

231.1 

257.7 

289.0 

523 

465 

293 

342 

357 

51.6 

45.8 

28.6 

44.7 

48.7 

595 

656 

283 

403 

340 

53.7 

59.2 

25.5 

48.8 

43.0 

398 

384 

57 

45 

51 

17.8 

17.2 

2.6 

3.0 

3.6 

77 

64 

66 

73 

102 

10.3 

8.5 

8.9 

13.4 

25.1 

— 

— 

— 

34.0 

119.2 

— 

— 

— 

26.9 

98.4 

6.3 

6.0 

4.9 

6.7 

9.4 

416 

512 

555 

780 

611 

17.9 

22.0 

23.7 

33.4 

26.2 

123.8 

139.8 

137.6 

131.2 

135.3 

440 

394 

339 

324 

327 

87.9 

91.4 

89.7 

86.6 

87.0 

529 

545 

477 

583 

698 

276 

30 

20 

212 

80.9 

8.8 

5.9 

61.8 

8.5 

22.9 

•• 

17.2 

46.1 

•  • 

12.5 

38.1 

50.8 

63.1 

40.8 

7.8 

21.3 

30.4 

35.2 

26.5 

2.4 

10.4 

10.3 

7.6 

9.1 

2.9 

12.2 

11.8 

9.5 

11.3 

8.5 

19.0 

15.0 

18.2 

26.9 

Total  of  above 


Percentage  of  all  exports  to  the  Soviet 
Union . 


712  588 
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Page  25,  second  column,  six  lines  from  the  end,  delete :  “  some  foodstuffs  —  including 

Page  25,  second  column,  last  three  lines  should  read:  “  agreeing  that  288  million  new  roubles  of 
payments  due  in  1960  may  be  made  within  the  next  five  years.”  {Source:  Vneshnyaya 
torgovlya.  May  1961.) 


